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DEBT CAPACITY ADVISORY COMMITTEE 
COMMONWEALTH OF VIRGINIA 

December 15, 2006 
 

3:30 P.M. 
TREASURY BOARD CONFERENCE ROOM 

James Monroe Building 
101 North 14th Street, 3rd Floor 

Richmond, Virginia  23219 
 
Members Present: Jody M. Wagner, Chairman 
   Richard D. Brown 
   William K. Butler, II  

Walter W. Craigie 
   Walter J. Kucharski 
   Philip A. Leone 
   J. Braxton Powell 
               

 
Others Present: Evelyn R. Whitley, Department of the Treasury 

Tracy L. Clemons, Sr., Department of the Treasury 
David Von Moll, State Comptroller 
Robert  S. Young, Department of the Treasury 
Janet A. Aylor, Department of the Treasury 
April Kees, Senate Finance Committee  
Betsey Daley, Senate Finance Committee 
Barbara Reese, Virginia Department of Transportation  
Sherri Wyatt, Auditor of Public Accounts 
Calvin Johnson, Department of the Treasury 
Melissa Palmer, Department of the Treasury 
Willow Lau, Department of Treasury 
Erin Allen, Department of Treasury 
 
 

Call To Order and Approval of Minutes 

Chairman Wagner called the meeting to order at 3:37 p.m.  Chairman Wagner asked whether any 
person in attendance wished to comment publicly on any matter within the Committee’s 
purview.  No public comments were made.   
 
Chairman Wagner congratulated Mr. Craigie on being  re-appointed to another term and noted 
that since its inception, the Committee and the Commonwealth has benefited greatly from his  
experience and expertise..  Chairman Wagner then asked if there were any questions or 
corrections relating to the minutes from the Committee’s meeting on December 16, 2005.  
Hearing none, she asked for a motion to approve the minutes.  Mr. Craigie motioned to approve 
the minutes with Mr. Butler seconding the motion and the minutes were unanimously approved. 
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Staff Report on Updated Debt Capacity Model and Moral Obligation Debt  
 
Treasury staff presented its report on the updated Model.  Mr. Clemons briefly reviewed the 
Model’s updated interest rate, debt-issuance assumptions and provide the annual debt issuance 
capacity solution, based on the official revenue forecast .  He explained that the Model generated 
an equal annual issuance capacity of $945.57 million for fiscal years 2008 through 2016.  Mr. 
Clemons also reviewed the debt service included in the Model and the Model’s various 
sensitivity analyses. 
 
Mr. Clemons discussed the Model’s background information along with an update on tax-
supported debt issuance since the close of fiscal year 2006. 
 
Mr. Clemons concluded his remarks with a review of the Commonwealth’s moral obligation and 
contingent liability debt balances.  He informed the Committee that the VPSA had redeemed all 
outstanding moral obligation bonds and closed its moral obligation program, therefore that 
authority would  no longer be included in the moral obligation analysis.  He reminded the 
Committee that the only active issuer of moral obligation debt was the Virginia Resources 
Authority (“VRA”).  He noted that the VRA cap was not expected to be exceeded during the 
next biennium. 
 
Discussion of the Final Report to the Governor and General Assembly 
 
Ms. Whitley led the Committee’s review of the draft report letter.  She stated that the Model’s 
assumed interest rates for future debt issuance were 13 basis points lower than the rates used in 
the Committee’s 2005 report.  She also stated that there had been a 30 basis point reduction over 
the prior 2 year period.  She reminded the Committee that the Model mitigated highly volatile 
movements in rates by using an average rate based on eight quarters of The Bond Buyer 11 Bond 
Index.     
 
Chairman Wagner asked if there were any questions concerning the updated Model or the draft 
Committee report letter.  Hearing none, she requested a motion to adopt the Debt Capacity 
Advisory Committee final report to the Governor and General Assembly dated as of December 
15, 2006 (see Exhibit 1).  Mr. Craigie moved to approve the final report with Mr. Kucharski 
seconding the motion with the members present voting unanimously to approve the final report. 
 
Mr. Craigie complimented the committee and staff on the development of its annual process and 
report, which has become a valuable resource, recognized by the rating agencies as well as other 
states.  He noted that while much of the information presented in the report was of value to the 
Committee, perhaps,  Treasury  could consider  compressing future Debt Capacity Reports.  He 
suggested that a more simplified version of the report allow the average citizen to get a clearer 
picture of the Commonwealth’s debt and how the Commonwealth compares with other states.  
The members agreed and Chairman Wagner recommended that staff explore such changes for 
future reports. 
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Other Business 
 
Ms. Whitley provided a review of the rating agency reports..  Ms.  Whitley acknowledged that 
each of the three major rating agencies had affirmed the Commonwealth’s AAA rating in 
conjunction with the Commonwealth’s November issue of General Obligation Bonds.  She 
added that Standard & Poor’s had initiated a new survey of states, which included noteworthy 
comments on Virginia’s ongoing financial management and the state’s  strong ranking amongst 
the other states for its   debt management.  She noted that a listing of the ratings for all of the 
states was included in the Committee’s package (see Exhibit 2). 
 
Chairman Wagner noted that the 2006 Appropriation Act contained a provision requiring the 
Auditor of Public Accounts to analyze debt of state supported institutions of higher learning and 
provide a report to the legislative money committees and the DCAC.  Mr. Kucharski distributed 
the report (see Exhibit 3) and provided a brief overview.  Chairman Wagner thanked him for his 
comments and informed the Committee that further actions related to this report might be taken 
up during the course of the coming year, pending further direction from the General Assembly.  
 
With no further business, Chairman Wagner adjourned the meeting at 4:05 p.m. 
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Debt Capacity Advisory Committee

Report to the Governor and General Assembly

December 15, 2006

Commonwealth of Virginia



Jody M. Wagner 
Secretary of F i c e  

COMMONWEfiTH of VTRGINIA 
Office of the Governor 

December 15,2006 

P. 0. Box 1475 
Richmond, Virginia 23218 

The Honorable Timothy M. Kaine 
Governor of Virginia 
Patrick Henry Building, 3rd Floor 
Richmond, Virginia 2321 9 

The Hoiiorable Bruce F. Jamerson 
Clerk of the House of Delegates 
Virginia House of Delegates 
Patrick Henry Building, 2nd Floor 
Richmond, Virginia 232 19 

The Honorable Susan Clarke Schaar 
Clerk of the Senate 
Senate of Virginia 
Patrick Henry Building, 2nd Floor 
Richmond, Virginia 232 19 

Dear Governor Kaine, Mr. Jamerson, and Ms. Schaar: 

The Debt Capacity Advisory Committee (the "Committee") is required to annually review 
the size and condition of the Commonwealth's tax-supported debt and submit to you an estimate of 
the maximum amount of new tax-supported debt that prudently may be authorized for the next two 
years. In addition, the Committee is required to review annually the Commonwealth's moral 
obligation debt and other debt for which the Commonwealth has a contingent or limited liability. 
We are pleased to present our annual report. 

The Debt Capacity Model 

In this report, we reaffirm our use of the Debt Capacity Model as the means of calculating 
the Commonwealth's tax-supported debt affordability. The Model calculates the maximum 
amount of incremental debt that may prudently be issued by the Commonwealth over the next ten 
years and features an additional two years of debt issuance capacity as a reserve beyond the end 
of the ten-year issuance period. The reserve is used as a hedge against variations in other 
assumptions used in the Model, such as interest rates and revenue growth. The Model uses the 
ratio of tax-supported debt service as a percentage of revenues as its base calculation. The ratio 
of debt service as a percentage of revenues should be no greater than 5%. In our view, 5% is the 
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5% is the maximum ratio consistent with maintaining the premier credit ratings on the 
Commonwealth's debt.  The Model incorporates the official revenue estimates contained in the 
Governor’s proposed budget submitted December 15, 2006.  The Debt Capacity Model is 
attached as 
Exhibit A. 
 
 The concept of debt capacity management and the 5% maximum ratio were introduced in An 
Assessment of Debt Management in Virginia, a report issued by the Secretary of Finance in 
December 1990.  The Debt Capacity Advisory Committee adopted the 5% maximum measure in 
1991 and has fully endorsed this ratio every year since that time.  The credit ratings assigned to the 
Commonwealth’s obligations are, in part, based upon its sound debt management policies.  Moody’s 
Investors Service, in a report issued this fall, specifically referenced the Commonwealth’s 
conservative policies, as follows: 
 

“The highest rating reflects the Commonwealth’s sound economy, its long 
history of proactive and conservative fiscal practices and its good 
management of a complex debt structure.”  (Moody’s Investors Service,  
New Issue report, October 31, 2006.) 

 
Moral Obligation or Contingent Liability Debt and Other Findings 
 
 The Committee also reviewed outstanding moral obligation debt and other debt for which 
the Commonwealth has a contingent or limited liability.  The Committee reviewed the types of 
programs, statutory caps, outstanding amounts, and other financial data for the three issuers that 
currently have debt outstanding that is backed by the Commonwealth’s moral obligation pledge.  
The two issuers are the Virginia Housing Development Authority and the Virginia Resources 
Authority.  Each of these issuers’ outstanding moral obligation debt is currently within its statutory 
limit.  The Virginia Housing Development Authority established a new multi-family housing 
program in 1999 that does not carry the Commonwealth’s moral obligation pledge and it expects to 
issue all of its multi-family housing bonds under that program. 
 
 The Virginia Resources Authority has an authorization to issue up to $900 million of moral 
obligation debt.  The Authority issues moral obligation bonds under its programs to provide low-cost 
financing to localities for water, wastewater, solid waste, storm water, public safety, brownfields 
remediation, public transportation and airport projects. 
 
 The Virginia Public School Authority is the only issuer of non-tax-supported debt that 
utilizes a sum sufficient appropriation as an additional credit enhancement.  This represents a 
contingent liability for the Commonwealth.  The Virginia Public School Authority issued its first 
series of Equipment Technology Notes utilizing the sum-sufficient appropriation in 2001, receiving 
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a “double A plus” rating from each of the three major rating agencies. 
 Information on the amount of outstanding debt, statutory limits and debt ratings for moral 
obligation debt and other debt for which the Commonwealth has a contingent or limited liability is 
shown in Exhibit D.  Sensitivity analyses are also included which demonstrate the impact on tax-
supported debt capacity resulting from the conversion of moral obligation debt to tax-supported 
debt.  The sensitivity analyses are prepared using worst-case scenarios showing the impact of the 
conversion of all moral obligation debt.  If any such debt were ever converted, however, it would 
occur on an issue-by-issue basis.  Conversion would occur if the General Assembly appropriated 
funds to replenish a debt service reserve fund shortfall if requested by a moral obligation issuer.  For 
example, an issuer would request that the Governor and General Assembly replenish the debt service 
reserve fund if, in the event of a default on the underlying revenue stream, the issuer was forced to 
draw on the debt service reserve fund to pay debt service.   
 
 The Committee also reviewed the current and historical debt position of the Commonwealth. 
 Part of this review included other authority debt not supported by taxes.  Data included in Exhibit C 
summarizes information considered by the Committee. 
 
Recommendations 
 
 Historically, Virginia has followed a capital budgeting and approval process in which 
projects and the financing thereof have been approved during the even-year General Assembly 
Session during which a new biennial budget is adopted.  The budget is amended, if necessary, during 
the odd- or second year.  The Committee therefore has provided the following amounts for the 
current biennium since this report coincides with the 2007 General Assembly Session during which 
the new biennial budget for the 2007-2009 budget biennium will be considered. 
 
 The Committee notes that the period of time between the inception of capital projects and its 
permanent financing can vary greatly, usually spanning several years.  Therefore the Committee has 
determined that consideration should be given to the projected issuance schedule when making its 
recommendations. 
 
1. Model Results – Tax-Supported Debt Authorization 
 
 The Committee believes that based upon the Debt Capacity Model and the Governor’s 
Official Revenue Forecast of December 15, 2006: 
 
• A maximum of  $945.57 million of tax-supported debt could prudently be authorized by the 

2007 Session of the General Assembly; and 
 
• A maximum of $945.57 million of tax-supported debt could prudently be authorized by the 
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2008 Session of the General Assembly. 
 
 This maximum amount of authorization is above and beyond the tax-supported debt that is 
currently authorized but unissued.  The increase in debt issuance capacity from the amounts 
recommended in the 2005 Report is mainly attributable to additional revenue in the December 2006 
revenue forecast, lower interest rates and decreased new tax-supported debt authorizations during 
the 2006 Session of the General Assembly. 
 
 The Model results are sensitive to changes in interest rates and revenues.  Specifically, a one 
percent change in general fund revenues in each and every year of the Model solution horizon will 
change the amount of annual debt capacity by approximately $15.19 million.  A change in general 
fund revenues of $100 million in each and every year of the Model solution horizon will produce 
approximately $6.81 million of incremental annual debt capacity change.  More detail on the 
Model’s sensitivity to changes in interest rates and revenues can be found in Exhibit B. 

  
 The Committee notes that the interest rates used in the Debt Capacity Model have decreased 
by 13 basis points since the December 2005 Report.  The Bond Buyer 11 Index is the benchmark 
index used in the Model.  The Model uses the average of the Bond Buyer 11 Index for the last eight 
quarters as its base interest rate for authorized but unissued general obligation bonds and adds an 
additional fifty basis points for non-general obligation bonds.  The Committee notes that the effect of 
interest rate movements over any one year is mitigated since the base rate is an average of the last 
eight quarters. 
 
 The Committee recognizes that it cannot predict the future level of interest rates or the pace 
of revenue growth and recognizes the sensitivity of the Model results to such factors.  Attached as 
Exhibit B are sensitivity analyses that demonstrate the impact on the Model of changes in external 
factors such as interest rates and revenues, or internal factors such as excess capacity.  The Model 
calculates the maximum amount of tax-supported debt that could be prudently authorized and issued 
based on the assumptions incorporated in the Model.  It does not constitute a recommendation of the 
Committee that such amount actually be authorized.  In the opinion of the Committee, debt issuance 
in excess of the recommended amounts could result in the Commonwealth exceeding the maximum 
ratio of 5%.  See Exhibit C for further narrative.  
 
 The Committee makes no recommendations as to which projects, if any, should be chosen 
for debt financing or how they should be prioritized.  These decisions are most appropriately made 
through the budgetary and legislative processes. 
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2.  Consider Eliminating Authorizations Not Likely to be Issued:  
 
 The Committee endorses the efforts of the General Assembly and the Governor to continue 
to rescind authorizations for projects that are not likely to be used.  The Committee recommends that 
unnecessary authorizations continue to be identified and rescinded, as appropriate. 
 
 
3.  Alternative Financing of State Projects:  
 
 We continue to support the use of traditional financing vehicles such as the Virginia Public 
Building Authority and the Virginia College Building Authority for financing state projects as 
opposed to capital lease-supported transactions.  Certain state projects have been financed in the past 
using local and special purpose authorities, such as industrial development authorities or 
redevelopment and regional housing authorities.  Due to the structure of such financings, they often 
result in higher financing costs than if the financing had been completed through an established state 
program.  In such cases, the Commonwealth has limited control of the process, however such bonds 
are normally considered tax-supported debt and are included in the Model because the 
Commonwealth is responsible for debt service payments over the life of the bonds.  
 
 
4.  Moral Obligation and Contingent Liability Debt: 
 
 We make no specific recommendation on the programs or levels of the statutory caps for the 
three issuers currently utilizing the moral obligation pledge of the Commonwealth.  
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Conclusion 
 
 We trust this report and our recommendations are useful as we move forward together into 
the 2007 Session of the General Assembly.  It has been our pleasure to advise you on including the 
concepts of debt affordability and debt capacity management into the Commonwealth's debt 
management programs.  The Commonwealth of Virginia has become an acknowledged leader 
among states in the area of debt capacity management, and is repeatedly held out as an example of 
how the process should work. 
 
     Sincerely, 
 
                                                 /s/ Jody M. Wagner 
 
    Jody M. Wagner, Chairman 
     
     
/s/ Walter W. Craigie     /s/ William K. Butler, II 
 
Walter W. Craigie     William K. Butler, II 
 
/s/ J. Braxton Powell     /s/  Philip A. Leone 
 
J. Braxton Powell     Philip A. Leone 
 
/s/ Walter J. Kucharski     /s/ Richard D. Brown 
 
Walter J. Kucharski     Richard D. Brown  
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The Debt Capacity Model



Commonwealth Debt

A-1 Debt Capacity Advisory Committee

• Rating agencies view control of tax-supported debt as one of 
four key factors affecting credit quality.

− control of debt burden
− economic vitality and diversity
− fiscal performance and flexibility
− administrative capabilities of government

• Virginia’s goal is to maintain AAA/Aaa/AAA ratings for 
General Obligation debt.

− Commonwealth’s “AAA” rating reaffirmed by Fitch 
Ratings, Moody’s and Standard & Poor’s  (November 
2006)

• Definition of tax-supported debt.

− debt service payments made or ultimately pledged to 
be made from general government funds

− corresponds with rating agency definition
− contrast with debt not supported by taxes such as 

moral obligation debt



Debt Capacity Model
General Observations and Assumptions
• Virginia’s Debt Affordability Model:

– Debt Affordability Measure
Tax-Supported Debt Service < 5%

Revenues 
– 10-year issuance period
– Incorporates currently authorized but unissued debt
– Blended revenue growth rate
– Term and structure:

• 20-year bonds
• Assumed interest rate of 4.33%for 9(b) and 9(c) General 

Obligation debt.  9(d) debt has an assumed interest rate of 
4.83%.

• Level debt service (except 9(b) debt)
• 9(b) General Obligation debt is amortized on a level principal 

basis
– Actual debt service of all issued tax-supported debt, including 

capital leases, installment purchases and regional jail 
reimbursement agreements (see page A-3 for liability inclusion 
criteria).

– Blended Revenues:
• General fund revenues and state revenues in Transportation 

Trust Fund added together, plus transfers of ABC and Lottery 
profits.  For purposes of the Model, 9(c) revenues and debt 
service of self-supporting projects are offset and have a neutral 
impact on debt capacity.

– Interest Rates:
• Assumed issuance of authorized but unissued tax-supported 

debt and associated debt service, computed using estimated 
interest rates based on the average of the last eight quarters of 
The Bond Buyer 11 Bond Index for general obligation debt 9(b) 
and 9(c), and a 50 basis point higher rate for 9(d) debt.

A-2 Debt Capacity Advisory Committee



Debt Capacity Model
General Observations and Assumptions

Debt Capacity Advisory Committee
Liabilities included in the Debt Capacity Model

1) Outstanding tax-supported debt as determined by the DCAC. 
 

• General obligation bonds (Section 9(a), 9(b), and 9(c)). 
 

• Obligations issued by the Commonwealth Transportation Board or Virginia
Port Authority that are secured, in whole or in part, by the Transportation 
Trust Fund. 

 
• Obligations issued by the Virginia Public Building Authority and the

Virginia College Building Authority secured, in whole or in part, by
general fund appropriations. 
 

• Obligations payable under regional jail Reimbursement Agreements
between the Treasury Board and localities, regional jail authorities or other
combination of localities. 
 

• Capital leases (80% of total of first year amounts in Commonwealth CAFR
for both primary government and component units). 

 
• Installment purchases (80% of total of first year amounts in Commonwealth 

CAFR for both primary government and component units). 
 

• Obligations for which the debt service is paid from payments received from
the Commonwealth on a capital lease. 

 
2) Authorized but unissued tax-supported debt as determined by the DCAC. 
 

• The issuance of obligations to fund a project(s) must be authorized by an
Act of the General Assembly (either an Act specifically authorizing the
issuance of debt, or Appropriation Act language) with no contingency for
subsequent General Assembly approval.  If obligations are authorized but
will require further action by the General Assembly before they can be
issued, then such obligations will not be included in the Model.  The
practical application of this rule will be that if debt can be issued for a 
project without any further action on the part of the General Assembly,
such debt will be considered as authorized for issuance. 
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Debt Capacity Model
General Observations and Assumptions

Debt Capacity Advisory Committee
Liabilities included in the Debt Capacity Model

3) That portion of outstanding moral obligation debt for which the underlying
debt service reserve fund has been utilized to pay all or a portion of debt
service and for which the General Assembly has appropriated funds to
replenish all or a portion of such debt service reserve fund as requested by 
the moral obligation issuer. 

 
• In the event that a moral obligation issuer has experienced an event of a 

default on the underlying revenue stream and such issuer has been forced
to draw on the debt service reserve fund to pay debt service, the 
Committee shall immediately meet and review the circumstances
surrounding such event and report its findings to the Governor and the
General Assembly. 

 
• In the event this section is invoked, the Committee’s Report to the

Governor and General Assembly shall include, one Model scenario
showing annual tax-supported debt capacity with inclusion of the moral
obligation debt (or portion thereof) in question. 

 
• Inclusion of the debt in the Model is in no way intended to bind the

Governor or General Assembly to make future appropriations to
replenish future draws on such debt service reserve fund(s). 

 
•  The subject debt will be removed from the Model once the General

Assembly has not appropriated funds to replenish such debt service
reserve fund(s). 
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Debt Capacity Model

Currently Authorized Tax-Supported Debt
Issuance Assumptions

(Dollars in Millions)
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9(c) VCBA VCBA
Higher 21st Century 21st Century 9(d) Capital

   9(b) Education VPBA Equipment Projects Transportation Leases Total

Authorized &
Unissued as of
December 31, 2006 547.3$    322.9$        473.7$    136.9$             121.1$             97.1$                    34.2$           1,733.2$       

Assumed Issued(1):
   FY  2007 -            -               -            -                     -                     -                         -                 -                  
   FY  2008 -            -               -            85.2                 50.0                 -                         -                 135.2            
   FY  2009 200.0      100.0          178.0      51.7                 71.1                 -                         -                 600.8            
   FY  2010 200.0      100.0          110.5      -                     -                     97.1                      34.2             541.8            
   FY  2011-16 147.3      122.9          185.2      455.4            

Total 547.3      322.9          473.7      136.9               121.1               97.1                      34.2             1,733.2         

Authorized Debt
Assumed Unissued -$          -$             -$          -$                   -$                   -$                       -$               -$                

(1)  Debt is assumed issued when the first full year of debt service is paid.
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Debt Capacity Maximum Ratio    December 15, 2006

Debt  Service as a % of Revenue = 5.0%

[1] [2] [3] [4] [5] [6] [7] [8] [9] [10] [11] [12]

Annual Actual & Debt Service 
Base Total Annual Payments for Projected Net Amount of on Amount of Remaining Total

Capacity 9(c) Revenue Capacity Payments for Debt Service Debt Service Capacity Additional Additional Capacity Debt Service
Blended to Pay Equal to Debt to Pay Debt Service on All Planned as a % of to Pay Debt that may Debt that may to Pay as a % of

Fiscal Year Revenues Debt Service Service Debt Service on Debt Issued Debt Issuances Revenues Debt Service Be Issued Be Issued Debt Service Revenues
Actual 2000 11,875.81 593.79 68.54 662.33 344.43 N/A  2.32% 249.36 N/A  N/A  249.36 2.32%
Actual 2001 12,271.52 613.58 70.68 684.26 395.54 N/A  2.65% 218.04 N/A  N/A  218.04 2.65%
Actual 2002 12,003.78 600.19 67.36 667.55 413.58 N/A  2.88% 186.61 N/A  N/A  186.61 2.88%
Actual 2003 12,001.34 600.07 68.41 668.47 430.60 N/A  3.02% 169.47 N/A  N/A  169.47 3.02%
Actual 2004 13,142.20 657.11 65.68 722.79 439.23 N/A  2.84% 217.88 N/A  N/A  217.88 2.84%
Actual 2005 14,982.60 749.13 61.77 810.90 446.27 N/A  2.57% 302.86 N/A  N/A  302.86 2.57%
Actual 2006 16,520.10 826.01 61.83 887.84 480.84 N/A  2.54% 345.17 N/A  N/A  345.17 2.54%

2007 17,453.60 872.68 64.34 937.02 546.67 0.00 2.76% 390.35 945.57 0.000 390.35 2.76%
2008 18,128.50 906.43 66.68 973.10 568.56 76.91 3.19% 327.63 945.57 73.300 254.33 3.60%
2009 19,043.70 952.19 69.21 1,021.39 557.98 140.82 3.31% 322.60 945.57 146.600 176.00 4.08%
2010 20,052.50 1,002.63 71.32 1,073.94 529.87 182.37 3.20% 361.71 945.57 219.900 141.81 4.29%
2011 20,993.10 1,049.66 76.01 1,125.66 503.44 210.53 3.04% 411.69 945.57 293.200 118.49 4.44%
2012 21,921.90 1,096.10 69.99 1,166.08 467.66 219.14 2.81% 479.28 945.57 366.500 112.78 4.49%
2013 22,890.00 1,144.50 68.93 1,213.43 450.06 199.16 2.54% 564.20 945.57 439.800 124.40 4.46%
2014 23,920.83 1,196.04 62.49 1,258.53 418.77 185.86 2.27% 653.91 945.57 513.100 140.81 4.41%
2015 25,177.61 1,258.88 62.19 1,321.07 405.28 182.79 2.09% 733.00 945.57 586.400 146.60 4.42%
2016 26,502.63 1,325.13 59.87 1,385.00 382.11 181.61 1.90% 821.28 945.57 659.700 161.58 4.39%

10 Year Excess
Average: $945.57 Capacity: $1,891.15

2.0000
[1]  Revenues include the actual fiscal year revenues per the Annual Reports of the Comptroller (2000-2005), December Standard Forecast of the
      General Fund, including Virginia Health Care Fund revenue as permitted by Section 32.1-366 of the Code of Virginia and transfers from the Virginia Lottery and the Alcoholic Beverage Control Board, dated December 15, 2006,
       and certain revenues from the Transportation Trust Fund official revenue forecasts as of November 2006.

[2] Base Capacity to Pay Debt Service equals 5% of the Revenues listed in Column [1].
[3] Self-supporting 9(c) Revenue Equal to 9(c) Debt Service.
[4] Total Capacity to Pay Debt Service equals Column [2] plus Column [3].
[5] Equals the annual payments of principal and interest for all currently outstanding tax-supported debt issued through December 31, 2006.
[6] Equals the annual estimated payments of principal and interest for all currently authorized tax-supported debt planned for issuance within the next ten fiscal years.  See Assumed Issuances of
       Currently Authorized but Unissued Tax-Supported Debt.  Also includes debt service for long-term capital leases, installment purchase obligations and regional jail reimbursements.
[7] Equals annual payments for debt service on debt issued and planned debt issuances less 9(c) revenue equal to debt service, divided by Revenues.  9(c) revenues and debt service are treated as offsetting.
[8] Equals the amount of revenue available to pay debt service after principal and interest on all currently outstanding and all planned issuances of tax-supported debt has been paid.
     Column [4] - Column [5] -Column [6].  9(c) Revenues and debt service are treated as offsetting.
[9] Equal to annual amount of additional principal that may be issued without violating the parameters of the model.
[10] Equal to annual amount of principal and interest to be paid on Column [9].
[11] Equals Column [8] minus Column [10].
[12] Equals the sum of all debt service payments (less 9(c) debt service) divided by Revenues. (Column [5] + Column [6] + Column [10] - Column 3) / Column [1].

DEBT CAPACITY MODEL
(Dollars in Millions)
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Debt Capacity Model

B len d ed
R even ue

T o ta l G ro w th
F isca l Y ea r R ev enu e  (7 ) R a te  (8 )

A c tua l 1 9 9 6 7 ,2 8 3 .5 6 (1 ) 5 6 1 .7 6 (3 ) 5 .8 5 % (1 ) 2 .7 9 % (3 ) 2 6 .0 0 (1 ) 3 3 2 .6 0 (1 ) 8 ,2 0 3 .9 2 5 .7 4 %
A ctua l 1 9 9 7 8 ,1 3 3 .5 5 (1 ) 5 8 8 .0 8 (3 ) 1 1 .6 7 % (1 ) 4 .6 9 % (3 ) 2 3 .8 0 (1 ) 3 4 3 .0 0 (1 ) 9 ,0 8 8 .4 3 1 0 .7 8 %
A ctua l 1 9 9 8 8 ,8 1 1 .0 4 (1 ) 6 0 3 .0 0 (3 ) 8 .3 3 % (1 ) 2 .5 4 % (3 ) 2 0 .7 0 (1 ) 3 1 8 .9 0 (1 ) 9 ,7 5 3 .6 4 7 .3 2 %
A ctua l 1 9 9 9 9 ,7 3 7 .7 0 (1 ) 6 4 3 .8 2 (3 ) 1 0 .5 2 % (1 ) 6 .7 7 % (3 ) 2 5 .5 0 (1 ) 3 2 1 .9 0 (1 ) 1 0 ,7 2 8 .9 2 1 0 .0 0 %
A ctua l 2 0 0 0 1 0 ,8 3 1 .5 3 (1 ) 6 8 9 .7 8 (3 ) 1 1 .2 3 % (1 ) 7 .1 4 % (3 ) 3 0 .2 0 (1 ) 3 2 4 .3 0 (1 ) 1 1 ,8 7 5 .8 1 1 0 .6 9 %
A ctua l 2 0 0 1 1 1 ,1 6 0 .7 3 (1 ) 7 5 3 .2 9 (3 ) 3 .0 4 % (1 ) 9 .2 1 % (3 ) 2 8 .1 0 (1 ) 3 2 9 .4 0 (1 ) 1 2 ,2 7 1 .5 2 3 .3 3 %
A ctua l 2 0 0 2 1 0 ,7 4 3 .0 2 (1 ) 7 4 9 .3 3 (4 ) -3 .7 4 % (1 ) -0 .5 3 % (4 ) 2 5 .4 0 (1 ) 3 6 7 .2 0 (1 ) 1 1 ,8 8 4 .9 5 -3 .1 5 %
A ctua l 2 0 0 3 1 0 ,8 6 7 .1 0 (1 ) 7 4 4 .9 4 (4 ) 1 .1 5 % (1 ) -0 .5 9 % (4 ) 1 4 .2 0 (1 ) 3 7 5 .1 0 (1 ) 1 2 ,0 0 1 .3 4 0 .9 8 %
A ctua l 2 0 0 4 1 1 ,9 1 7 .9 0 (1 ) 7 9 9 .7 0 (4 ) 9 .6 7 % (1 ) 7 .3 5 % (4 ) 1 6 .8 0 (1 ) 4 0 7 .8 0 (1 ) 1 3 ,1 4 2 .2 0 9 .5 1 %
A ctua l 2 0 0 5 1 3 ,6 8 7 .3 0 (1 ) 8 4 6 .5 0 (4 ) 1 4 .8 5 % (1 ) 5 .8 5 % (4 ) 2 4 .9 0 (1 ) 4 2 3 .9 0 (1 ) 1 4 ,9 8 2 .6 0 1 4 .0 0 %
A ctua l 2 0 0 6 1 5 ,1 2 3 .2 0 (2 ) 9 1 2 .9 0 (4 ) 1 0 .4 9 % (2 ) 7 .8 4 % (4 ) 3 0 .0 0 (2 ) 4 5 4 .0 0 (2 ) 1 6 ,5 2 0 .1 0 1 0 .2 6 %

2 0 0 7 1 6 ,0 8 1 .6 0 (2 ) 9 3 8 .4 0 (4 ) 6 .3 4 % (2 ) 2 .7 9 % (4 ) 2 7 .3 0 (2 ) 4 0 6 .3 0 (2 ) 1 7 ,4 5 3 .6 0 5 .6 5 %
2 0 0 8 1 6 ,7 2 2 .5 0 (2 ) 9 7 1 .5 0 (4 ) 3 .9 9 % (2 ) 3 .5 3 % (4 ) 2 9 .1 0 (2 ) 4 0 5 .4 0 (2 ) 1 8 ,1 2 8 .5 0 3 .8 7 %
2 0 0 9 1 7 ,5 9 9 .5 0 (2 ) 1 ,0 0 9 .7 0 (4 ) 5 .2 4 % (2 ) 3 .9 3 % (4 ) 2 9 .1 0 (2 ) 4 0 5 .4 0 (2 ) 1 9 ,0 4 3 .7 0 5 .0 5 %
2 0 1 0 1 8 ,5 6 9 .0 0 (2 ) 1 ,0 4 9 .0 0 (4 ) 5 .5 1 % (2 ) 3 .8 9 % (4 ) 2 9 .1 0 (2 ) 4 0 5 .4 0 (2 ) 2 0 ,0 5 2 .5 0 5 .3 0 %
2 0 1 1 1 9 ,4 7 2 .8 0 (2 ) 1 ,0 8 5 .8 0 (4 ) 4 .8 7 % (2 ) 3 .5 1 % (4 ) 2 9 .1 0 (2 ) 4 0 5 .4 0 (2 ) 2 0 ,9 9 3 .1 0 4 .6 9 %
2 0 1 2 2 0 ,3 6 9 .5 0 (2 ) 1 ,1 1 7 .9 0 (4 ) 4 .6 0 % (2 ) 2 .9 6 % (4 ) 2 9 .1 0 (2 ) 4 0 5 .4 0 (2 ) 2 1 ,9 2 1 .9 0 4 .4 2 %
2 0 1 3 2 1 ,3 1 8 .2 0 (2 ) 1 ,1 3 7 .3 0 (4 ) 4 .6 6 % (2 ) 1 .7 4 % (6 ) 2 9 .1 0 (2 ) 4 0 5 .4 0 (2 ) 2 2 ,8 9 0 .0 0 4 .4 2 %
2 0 1 4 2 2 ,3 2 0 .6 0 (2 ) 1 ,1 6 5 .7 3 (6 ) 4 .7 0 % (2 ) 2 .5 0 % (6 ) 2 9 .1 0 (2 ) 4 0 5 .4 0 (2 ) 2 3 ,9 2 0 .8 3 4 .5 0 %
2 0 1 5 2 3 ,5 4 8 .2 3 (5 ) 1 ,1 9 4 .8 8 (6 ) 5 .5 0 % (5 ) 2 .5 0 % (6 ) 2 9 .1 0 (9 ) 4 0 5 .4 0 (9 ) 2 5 ,1 7 7 .6 1 5 .2 5 %
2 0 1 6 2 4 ,8 4 3 .3 9 (5 ) 1 ,2 2 4 .7 5 (6 ) 5 .5 0 % (5 ) 2 .5 0 % (6 ) 2 9 .1 0 (9 ) 4 0 5 .4 0 (9 ) 2 6 ,5 0 2 .6 3 5 .2 6 %

(1 ) A nnu a l R ep o rts  o f th e  C o m p tro lle r , F Y  1 9 9 5 -2 0 0 5 .
(2 ) T he  D ece m b er S tan d a rd  G enera l F u nd  F o recast fo r  F Y  2 0 0 7 -2 0 1 4 , d a ted  D ecem b er 1 5 , 2 0 0 6 , inc lud in g  V irg in ia  H ea lth  C a re  F un d  reven ue

  a s  p e rm itte d  b y  S ec tio n  3 2 .1 -3 6 6  o f th e  C o d e  o f V irg in ia .
(3 ) D ep artm en t o f M o to r V eh ic le s .
(4 ) D ep artm en t o f T ax a tio n .
(5 ) F la t g ro w th  ra te  o f 5 .5 0 %  fo r yea rs  2 0 1 5 -2 0 1 6 , p e r D ep artm en t o f T ax a tio n  o n  D e cem b er 1 2 , 2 0 0 6 .
(6 ) F la t g ro w th  ra te  o f 2 .5 0 %  fo r yea rs  2 0 1 4 -2 0 1 6 , p e r D ep artm en t o f T ax a tio n  o n  D e cem b er 1 2 , 2 0 0 6 .
(7 ) T o ta l R e venu e  =  G F  +  T T F  +  A B C  +  L o tte ry  R even ues.
(8 ) B lend e d  R even ue  G ro w th  R a te  =  (C urren t F Y  T o ta l R ev enu e  / P rio r  F Y  T o ta l R evenu e ) - 1 .
(9 ) F Y  2 0 1 5  - 2 0 1 6  b ased  o n   F Y  2 0 0 7  - 2 0 1 4  F o reca sts  p e r  D e cem b er S tan d a rd  G ene ra l F und  F o recast, d a ted  D e cem b er 1 5 , 2 0 0 6 .

(1 0 ) D o es no t inc lud e  H ig hw ay M ain ten ance  an d  O p era tin g  F und , F ed e ra l G ran ts  an d  C o n trac ts  o r  T o ll R evenu es.

F un d F un d  (1 0 ) G ro w th G ro w th T ran sfe r T ransfe r
P ro fit P ro fitG en era l T ru st F und F und

T ransp o rta tio n G enera l T rust A B C L o tte ry
T ran sp o rta tio n

D E B T  C A P A C IT Y  M O D E L  R E V E N U E  D A T A
D ecem b er 1 5 , 2 0 0 6

(D o lla rs In  M illio n s)



Debt Capacity Model
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General Other Capital Lease Debt Service Debt Service
Fiscal Year Obligation Debt Tax-Supported and on on

Ending Sections 9(a), Debt Installment Regional Jail Planned Unallocated GRAND
June 30 9(b) and 9(c) Section 9(d) Purchases Reimbursements Issuances Debt Capacity TOTAL

2007 153,849            392,826            51,600             -                             -                     -                       598,275        
2008 154,523            414,042            51,600             2,632                     22,675           73,300             718,772        
2009 149,201            408,778            51,600             2,634                     86,586           146,600           845,399        
2010 141,168            388,699            51,600             2,633                     128,135         219,900           932,135        
2011 133,924            369,520            51,600             2,636                     156,297         293,200           1,007,177     
2012 118,883            348,779            51,600             2,636                     164,899         366,500           1,053,297     
2013 115,020            335,043            51,600             2,637                     144,928         439,800           1,089,028     
2014 100,826            317,948            51,600             1,902                     132,352         513,100           1,117,728     
2015 93,170              312,114            51,600             -                             131,186         586,400           1,174,470     
2016 81,206              300,904            51,600             -                             130,015         659,700           1,223,425     

TOTAL 1,241,769$       3,588,652$       516,003$         17,709$                 1,097,074$    3,298,500$      9,759,707$   

*  Preliminary and unaudited

Annual Debt Service Requirements and Other Long-Term Obligations
Outstanding As of June 30, 2006 Plus Fiscal Year 2007 Issuance Through December 31, 2006*

(Dollars in Thousands)



The Debt Capacity Model
Parameters of the Model

(1) Blended Revenues include all general fund revenues (exclusive 
of transfers), ABC and Lottery profits transferred to the general 
fund and state tax revenues in the Transportation Trust Fund.

(2) Base Capacity to Pay Debt Service is calculated as the product 
of the Debt Capacity Maximum Ratio and Revenues. [Column 2 = 
Column 1 x .05]

(3) 9(c) Revenues represents 9(c) revenue equal to debt service on 
outstanding 9(c) debt.

(4) Total Capacity to Pay Debt Service is calculated as the Base 
Capacity plus 9(c) revenues equivalent to 9(c) debt service.  It
represents the maximum level of debt service allowed given the 
5% debt service/revenues ratio. [Column 4 = Column 1 x  5%+ 
Column 3]

(5) Annual Payments for Debt Service on Debt Issued is actual 
debt service on all tax-supported debt outstanding at the end of 
the most recent fiscal year and on any issuance to date since 
fiscal year end.

(6) Annual Payments for Debt Service on All Planned Debt 
Issuances is the estimated amount of debt service for currently 
authorized and unissued tax-supported debt assumed to be 
issued within the ten-year period.

(7) Actual and Projected Debt Service as a % of Revenues is the 
sum of Annual Payments for Debt Service on Debt Issued and 
Annual Payments for Debt Service on All Planned Debt 
Issuances less 9(c) debt service equal to revenue, divided by 
Revenues.  9(c) Revenues and 9(c) Debt Service are treated as 
offsetting.

A-9 Debt Capacity Advisory Committee



The Debt Capacity Model (continued)

Parameters of the Model

(8) Net Capacity to Pay Debt Service is Total Capacity to Pay 
Debt Service less Annual Payments for Debt Service on Debt 
Issued and Annual Payments for Debt Service on All Planned 
Debt Issuances. [Column 8= 4-5-6]

(9) Amount of Additional Debt that May Be Issued is the amount 
of additional tax-supported debt (above and beyond that which is 
currently authorized but unissued) that may be issued in any 
given year without exceeding Overall Capacity to Pay Debt 
Service.

(10) Debt Service on the Amount of Additional Debt that May Be 
Issued is the estimated amount of debt service for the Additional 
Debt that may be Authorized and Issued.

(11) Remaining Capacity to Pay Debt Service is Net Capacity to 
Pay Debt Service less Debt Service on the Amount of Additional 
Debt that may be Authorized and Issued.  [Column 11=8-10]

(12) Total Debt Service as a % of Revenues is the sum of Annual 
Payments for Debt Service on Debt Issued, Annual Payments for 
Debt Service on All Planned Debt Issuances and Debt Service 
on the Amount of Additional Debt that may be Authorized and 
Issued, divided by Revenues and 9(c) Revenues.
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Parameters of the Model

• Model solves for annual capacity, above and beyond authorized 
amounts assumed issued for the next ten fiscal years at the 5% 
debt service/revenues level over a ten-year period.

$945.57 million is equal annual issuance capacity.

– debt service/revenues ratio rises to a maximum of 4.49% in  
FY 2012

– projected issuance never reaches 5% capacity and two years 
excess capacity is maintained at end of ten-year period

• Two years of excess capacity is a function of conservatism.

The Debt Capacity Model (continued)
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Exhibit B

The Debt Capacity Model
Sensitivity Analysis
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The Debt Capacity Model Sensitivity Analysis

Excess Capacity Sensitivity
• Model solution provides for two years of excess capacity remaining at 

end of the ten-year Model period which results in the following annual 
debt capacity:
2 Year Excess Capacity $945.57 million

• If the Model solution is altered to reduce the two years of excess 
capacity to one year of excess capacity, the following annual debt 
capacity figures are produced:

– Debt service as a percentage of revenues peaks at 4.68% in fiscal 
year 2015.

– $1.050 billion of annual debt capacity is available for the ten-year 
Model period.

• If the Model solution is altered to reduce the two years of excess 
capacity to no excess capacity, the following annual debt capacity 
figures are produced:

– Debt service as a percentage of revenues peaks at 4.99% in fiscal 
years 2015 and 2016.

– $1.179 billion of annual debt capacity is available for the ten-year 
Model period. 
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Revenue Sensitivity
• If the Model solution is altered to increase or decrease General Fund 

revenues, the following incremental annual debt capacity changes are 
produced:

For each change of $100 million 
in each and every year $6.81    million

For each 1% change of revenues 
in each and every year $15.19  million

Interest Rate Sensitivity
• If the Model solution is altered to change interest rates, the following 

annual debt capacity figures are produced:

Add 100 basis points to base rate $869.18 million

Subtract 100 basis points from 
base rate $1.032   billion

The Debt Capacity Model Sensitivity Analysis
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Background

Creation of the Debt Capacity Advisory Committee was recommended in 
An Assessment of Debt Management in Virginia, December 1990.  The 
Committee was originally created in September 1991, by Executive Order 
#38.  The Committee was subsequently codified under Chapter 43 of the 
1994 Virginia Acts of Assembly, as amended.

The Committee’s mandate is to annually review the size and condition of 
the Commonwealth’s tax-supported debt and submit to the Governor and 
the General Assembly before January 1, an estimate of the maximum 
amount of new tax-supported debt that prudently may be authorized for the 
next biennium (Section 2.2-2714 Code of Virginia).  This estimate is 
advisory and in no way binds the Governor or the General Assembly.

In developing its annual estimate and in preparing its annual report, the 
Committee shall, at a minimum, consider:

• the amount of tax-supported debt that, during the next fiscal year and 
annually for the following nine fiscal years, will be outstanding and 
the amount of tax-supported debt which has been authorized but not 
yet issued;

• a projected schedule of affordable, state tax-supported debt 
authorizations for the next biennium;

• projected debt service requirements during the next fiscal year and 
annually for the following nine fiscal years based on existing 
outstanding debt, previously authorized but unissued debt, and 
projected debt authorizations;

• the criteria that recognized bond rating agencies use to judge the 
quality of Commonwealth bond issues;
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Background  (Continued)
• any other factor that is relevant to (i) the ability of the 

Commonwealth to meet its projected debt service requirements for
the next two fiscal years; (ii) the ability of the Commonwealth to 
support additional debt service in the upcoming biennium; (iii) the 
requirements of the statewide capital plan; and (iv) the interest rate 
to be borne by, the credit rating on, or any other factor affecting the 
marketability of such bonds; and

• the effect of authorizations of new tax-supported debt on each of 
the considerations listed above.

The Committee is also required to annually review the amount and
condition of moral obligation debt and other debt for which the 
Commonwealth has a contingent or limited liability and make 
recommendations to ensure the prudent use of such obligations.

In addition, the Committee is also required to review the amount and 
condition of Commonwealth obligations that are not general obligations 
or moral obligations, and when appropriate, recommend limits on such 
additional obligations to the Governor and to the General Assembly.
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Review of the December 2005 Report
The Committee issued its fifteenth annual report to the Governor and the 
General Assembly on December 15, 2006.  The report addressed the
following issues:

• Reaffirmed the use of debt service on tax-supported debt and 
related long-term obligations as a percentage of revenues as the 
debt affordability measure used in the Model.  In addition, 
reaffirmed a maximum ratio of debt service as a percentage of 
revenues of 5%.

• Concluded that the Commonwealth could issue $886.19 million 
of tax-supported debt in each year from fiscal year 2007 through 
fiscal year 2015 above and beyond tax-supported debt already 
outstanding or authorized, while still holding the ratio to tax-
supported debt service as a percentage of revenues below 5%.

• Recommended that $886.19 million of tax-supported debt could 
be prudently authorized by the 2006 and 2007 Sessions of the 
General Assembly, representing a maximum authorized amount 
of $1,772.38 million for the biennium.

• Noted that the Model’s results are sensitive to changes in 
revenues.  Specifically, that a one percent change in general fund 
revenues in each and every year of the Model’s solution horizon 
will change annual debt capacity by approximately $13.60 
million.  A change in general fund revenues of $100 million in 
each and every year of the Model’s solution horizon will produce 
an incremental debt capacity change of approximately $6.78 
million annually. 

• Made no recommendation as to which projects, if any, should be 
chosen for debt financing or how they should be prioritized.  
Reaffirmed that this decision was most appropriately made 
through the budgetary and legislative processes.  
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Review of the December 2005 Report (Continued)

• Continued to recommend that Cabinet Secretaries work with the 
Secretary of Finance to develop a proposal for rescinding 
unnecessary authorizations for consideration in the 2006 General
Assembly Session.

• Continued to recommend the use of financing processes which 
promote the lowest possible cost of funds to the Commonwealth by
by utilizing traditional financing vehicles such as the Virginia Public 
Building Authority and the Virginia College Building Authority 
whenever appropriate.

• Reviewed outstanding moral obligation debt and other debt for 
which the Commonwealth has a contingent or limited liability.  The 
Committee reconfirmed that the Commonwealth is not unique in its
use of moral obligation debt, as a number of other state issuers
utilize the moral obligation pledge.  The Committee continued to
review the types of programs, statutory caps, outstanding amounts 
and other financial data for certain other states that utilize moral 
obligation bond programs and compared these to Commonwealth 
issuers.  The Committee recommended no changes to existing 
programs and recommended no change to levels of statutory caps for 
the three issuers currently utilizing the moral obligation pledge of 
the Commonwealth.

C-4 Debt Capacity Advisory Committee



Commonwealth Debt (per  the Comprehensive Annual Financial Report, dollars in thousands) 

C-5 Debt Capacity Advisory Committee

As of As of
June 30, 2006 June 30, 2005

Tax-Supported Debt
9(b) General Obligation (1) 626,124 555,447$       
9(c) General Obligation - Higher Education 325,969 296,963
9(c) General Obligation - Transportation 80,435 90,545
9(c) General Obligation - Parking Facilities 9,939 11,040
Commonwealth Transportation Board 1,021,172 1,041,397
Virginia Public Building Authority 1,292,251 1,142,070
Virginia Port Authority 251,219 265,518
Virginia College Building Authority - 21st Century & Equip 641,954 641,450
Innovative Technology Authority 7,935 8,635
Virginia Biotechnology Research Park Authority 52,452 54,605
Transportation Notes Payable 12,325 12,325
Capital Leases 186,147 180,071
Installment Purchases 188,273 109,661
Regional Jail Reimbursement Agreements 13,375 15,030
Compensated Absences (2) 527,926 501,385
Pension Liability (2) 969,574 860,432
Virginia Public Broadcasting Board 13,485 15,775
Virginia Aviation Board 2,768 3,055
Industrial Development Authority Obligations (3) 23,160 27,100
Economic Development Authority  Obligations (4) 100,592 -
Other Liabilities (2) 18,114 18,761
   Total Tax Supported Debt 6,365,189$    5,851,265$    

Debt Not Supported By Taxes (2)

Moral Obligation / Contingent Liability Debt
Virginia Resources Authority 704,477 695,099$       
Virginia Housing Development Authority 498,314 623,790
Virginia Public School Authority - 1991 Resolution - -                    
Virginia Public School Authority - 1997 Resolution 2,615,040 2,376,475
Virginia Public School Authority - Equipment Technology Notes 170,385 168,315
  Total Moral Obligation/Contingent Liability Debt 3,988,216$    3,863,679$    

Other Debt Not Supported By Taxes
9(d) Higher Education 840,779 546,062$       
Virginia College Building Authority - Pooled Bond Program 724,640 622,889
Virginia College Building Authority - Private College Program 385,105 390,620
Virginia Public School Authority - Stand Alone Program 63,932 72,972
Virginia Public School Authority - Equipment Notes - -                    
Virginia Housing Development Authority 4,656,701 4,003,396
Virginia Port Authority 141,118 142,650
Virginia Equine Center 15,320 15,540
Hampton Roads Sanitation District 144,450 138,509
Virginia Biotechnology Research Park Authority 11,880 12,730
Virginia Resources Authority 677,382 591,196
Pocahontas Parkway Association Bonds - 463,357
Federal Highway Reimbursement Anticipation Notes 918,494 746,877
Notes Payable 908,394 348,191
Other Long-Term Debt 284,353 368,920
Foundations 738,850 644,529
  Total Other Debt Not Supported By Taxes 9,603,004$    9,108,438$    

    Source:  D epartm ent of the T reasury and D epartm ent o f A ccounts
(1) V oter approved
(2) N O T  IN C L U D E D  IN  D E B T  C A PA C IT Y  M O D E L
(3) N ewport N ews Industrial D evelopm ent A uthority for V irginia A dvanced  Shipbuild ing &  C arrier Integration C enter
(4) Fairfax County E conom ic D evelopm ent A uthority Joint V enture with V D O T  for Cam p 30 P roject



Tax-Supported Debt Issuances in Fiscal Year 2007
As of December 31, 2006

Issuer Date Issued Amount

Virginia Public Building August 2006 $ 135,000,000
Authority, Public Facilities
Series 2006A

Virginia College Building September 2006 $ 120,000,000
Authority, Variable Rate Educational
Facilities Revenue Bonds
(21st Century College
Program) Series 2006 B& C

Virginia Public Building November 2006 $  215,065,000
Authority, Public Facilities
Revenue Bonds, Series 2006B 

Commonwealth of Virginia November 2006 $206,635,000
General Obligation Bonds,
Series 2006B
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Commonwealth Debt
Outstanding Tax-Supported Debt

As of December 31, 2006*
(Dollars in Thousands)

(1) June 30, 2006 Balance Plus Fiscal Year 2007 issuances and principal payments through December 31, 2006.

(2) Bonded Capital Leases include the capital lease obligations supporting lease revenue bonds for Innovative 
Technology Authority, Virginia Biotechnology Research Park Authority, Big Stone Gap Redevelopment and 
Housing Authority, Norfolk Redevelopment and Housing Authority, Newport News Industrial Development 
Authority, the Town of Jarratt, Virginia, and the Fairfax County Economic Development Authority.

*Preliminary and unaudited.  Certain balances are not net of any unamortized discounts/premiums or deferral on debt
defeasance.
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Tax-Supported Debt Included in the Model (1)

9(b) General Obligation Bonds $744,034
Bonds $744,034

9(c) Revenue-Supported GOBs $505,068
Higher Education $414,694
Transportation $80,435
Parking Facilities $9,939

9(d) Obligations $4,030,098
Transportation Board $1,021,172
Virginia Public Building Authority 1,419,181
Port Authority 236,564
Virginia College Building Authority Equipment 148,437
Virginia College Building Authority 21st Century 608,482
Bonded Capital Leases and Lease Revenue Bonds(2) 240,982
Virginia Aviation Board 2,625
Virginia Public Broadcasting Board 12,295
Regional Jail Reimbursement Agreements 15,030
Transportation Notes Payable 12,325
Capital Leases 124,732
Installment Purchases 188,273

Total Tax-Supported Debt Included in Model $5,279,200

Additional Long-Term Obligations Included in the CAFR 

But Not Included in the Model

Long-Term Obligations Not Included in Model $1,515,614
Compensated Absences $527,926
Pension Liability 969,574
Other Long-Term Liabilities 18,114

Total Tax-Supported Debt (CAFR Plus Subsequent Issuance) $6,794,814



Authorized But Unissued Tax-Supported Debt
as of December 31, 2006*

(Dollars in Thousands)

Commonwealth Debt

*Preliminary and unaudited
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Section 9(b) Debt: $ 547,327

Section 9(c) Debt:
Higher Education Institutions Bonds $ 322,915

Section (9d) Debt:
Transportation Revenue Bonds (Northern Virginia

Transportation District Program) 97,100
Virginia Public Building Authority - Projects and 473,785
Virginia Public Building Authority - Jails & Juvenile

Detention Facilities
Virginia College Building Authority - 21st Century

Equipment 136,902
Virginia College Building Authority - 21st Century

Projects 121,164
Capital Lease Financings 34,200

Subtotal 9(d) Debt: $ 863,151

Total $ 1,733,393



Commonwealth Debt
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Commonwealth Debt
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Commonwealth Debt
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Tax-Supported Debt Service:  Actual and Projected
Fiscal Years 1996 – 2016*

Trend in Tax-Supported Debt Issuance
Fiscal Years 1997 - 2006
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*  Assumes debt is authorized and issued in future periods in accordance with the Model’s maximum 
recommended annual amounts.  Past data includes lease revenue bonds issued by the Virginia Biotech 
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AAA/Aaa/AAA State Debt Burdens
1999 – 2006

C-12 Debt Capacity Advisory Committee

AAA Median 745 798 827 682 615 546 570 521
AAA Average 868 927 879  794      724 651 650 526

(1) Population is based on Census data from one year prior to each respective year's debt analyzed.

AAA Median 2.7 2.9 2.9 2.7 2.5 1.9 2.1 2.0
AAA Average 2.7 3.0 3.0 2.6 2.5 2.4 2.5 2.2

  (2) Personal income is based on Census data from two years prior to each respective year's debt analyzed.

2006 2005 2004 2003 2002 2001 2000 1999
Delaware 1845 1,865 1,800 1,599 1,650 1,616 1,544 -
Maryland 1169 1,064 1,077 977 879 819 895 953
Georgia 784 803 827 802 804 679 697 679
Utah 707 792 846 682 708 634 693 705
VIRGINIA 601 589 546 546 566 537 570 516
Missouri 496 449 461 368 347 288 245 233
North Carolina - - - - 375 340 343 273
Minnesota - - - - 576 546 513 525
South Carolina - - 599 587 615 398 347 321

AAA/Aaa/AAA STATE DEBT BURDENS FROM 1999-2006
PROVIDED BY MOODY'S INVESTORS SERVICE

Net Tax-Supported Debt per Capita (1)

2006 2005 2004 2003 2002 2001 2000 1999
Delaware 5.3 5.5 5.6 4.9 5.3 5.5 5.2 -
Maryland 3.0 2.9 3.0 2.7 2.6 2.6 3.0 3.3
Utah 2.7 3.2 3.5 2.8 3.0 2.8 3.3 3.6
Georgia 2.7 2.8 2.9 2.8 2.9 2.6 2.8 2.9
VIRGINIA 1.7 1.8 1.7 1.7 1.8 1.9 2.1 2.0
Missouri 1.6 1.5 1.6 1.3 1.3 1.1 1.0 1.0
North Carolina - - - - 1.4 1.4 1.4 1.2
South Carolina - - 2.4 2.3 2.5 1.8 1.6 1.6
Minnesota - - - - 1.8 1.8 1.9 2.0

Net Tax-Supported Debt as Percent of Personal Income (2)
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Moral Obligation Debt

• Definition of Moral Obligation Debt:
Moral obligation debt refers to a bond issue structure originally 
created in the 1960s and utilized primarily by state housing finance 
agencies or state-administered municipal bond banks as additional 
credit enhancement for revenue bond issues.  A government’s moral 
obligation pledge provides a deficiency make-up for bondholders 
should underlying project revenues prove insufficient.  The 
mechanics involve funding a debt service reserve fund when the 
bonds are issued.  If a revenue deficiency exists, reserve fund 
monies are used to pay bondholders.  The issuer then informs the
legislative body requesting that it replenish the reserve fund before 
subsequent debt service is due.  The legislative body “may”, but is 
not legally required to, replenish the reserve fund.

• Rating agencies do not include in tax-supported debt ratios as long as 
bonds are self-supporting. 

• Commonwealth Moral Obligation Debt Issuers:
–Virginia Resources Authority
–Virginia Housing Development Authority

Multi-Family Housing Bonds
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Moral Obligation Debt

Dates upon which issuers expect to meet or exceed 
statutory borrowing cap:

Statutory Outstanding Available
Issuer Limit At June 30, 2006 Authorization

Virginia Resources Authority $   900,000 $   704,477 $   195,523
Virginia Housing Development Authority 1,500,000 498,314 1,001,686

Total $2,400,000 $1,202,791 $1,197,209  

VHDA: N/A - Alternative financing programs initiated in 
fiscal year 1999 do not require use of moral 
obligation.  Does not expect to issue additional 
moral obligation debt.

VRA: FY 2007 - Cap raised from $550 million to $900 million 
in 2001.  Cap is not expected to be exceeded 
during the next biennium. 

Bond Ratings: Fitch Moody’s S&P
VHDA
(Multi-Family): N/R Aa1 AA+

VRA: N/R Aa2 AA
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Outstanding Moral Obligation Debt
Fiscal Years 1996 - 2006
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Contingent or Limited Liability Debt

• The only non-tax-supported debt obligations for which the 
Commonwealth has a contingent or limited liability are those which 
utilize a “sum sufficient appropriation” (SSA) to pay debt service.  

• SSA was previously only used on certain revenue bonds issued by the 
Virginia Public School Authority under its 1997 Resolution. The 
Virginia Public School Authority had $2,615,040,000 of 1997 
Resolution bonds outstanding as of June 30, 2006. 

• The 2000 Appropriation Act (Chapter 1073) authorized the use of SSA 
for certain revenue notes issued by the Virginia Public School Authority 
under its Educational Technology Program.  The SSA was codified 
during the 2001 General Assembly session.  The Virginia Public School 
Authority issued its first series of notes enhanced by the SSA in the 
Spring of 2001.  Notes outstanding as of June 30, 2006 equal 
$170,385,000.

Bond Ratings: Fitch Moody’s S&P
VPSA
(1997 Resolution): AA+ Aa1 AA+

VPSA
(Equipment Technology Notes): AA+ Aa1 AA+
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Moral Obligation Debt

Excess Capacity Sensitivity
• The current Model solution provides for two years of excess capacity 

remaining at end of the 10-year Model period (excluding moral 
obligation debt) which results in annual debt capacity of $945.57  
million.

Total Moral Obligation Debt Sensitivity
• If the Model solution is altered to assume conversion of the entire $2.4 

billion statutory cap for all moral obligation debt to tax-supported debt, 
the following annual debt capacity figures are produced:

– Debt service as a percentage of revenues  peaks at 4.97% in fiscal 
2011 year.

– $705.57 million of annual debt capacity is available for the ten-year 
model period.

VHDA Sensitivity
• If the Model solution is altered to assume conversion of the VHDA’s 

total outstanding moral obligation debt (as of 6/30/06) to tax-supported 
debt, the following annual debt capacity figures are produced:

– Debt service as a percentage of revenues peaks at 4.97% in fiscal year 
2012.

– Annual debt issuance capacity of $895.74 million is available for the 
ten-year Model period.
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Moral Obligation Debt

VRA Sensitivity
• If the Model solution is altered to assume conversion of the VRA’s 

total statutory moral obligation cap of $900 million to tax-supported 
debt, the following annual debt capacity figures are produced:

– Debt service as a percentage of revenues peaks at 4.64% in fiscal 
year 2012.

– $855.57 million of annual debt issuance capacity is available is
available for the ten-year Model period.
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Sum Sufficient Appropriation Sensitivity

VPSA Sensitivity
• If the Model solution is altered to assume conversion of the VPSA’s 

total outstanding debt secured by a sum sufficient appropriation (as of 
6/30/06) to tax-supported debt, the following annual debt capacity 
figures are produced:

– Debt service as a percentage of revenues peaks at 4.99% in fiscal 
years 2010 and 2011.

– Annual capacity of $622.56 million is available through fiscal year 
2011.  In fiscal years 2012 through 2016 capacity rises to $713.52 
million per year.
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AUDIT SUMMARY 
 
 Virginia’s institutions of higher education have developed unique and independent financial operating 
models.  These institutions also have a widely varying level of fiscal sophistication and financial 
management.  As we have reviewed the debt capacity of various institutions, it is clear that one model, even 
general in nature, would not provide an effective tool for either the Commonwealth or the individual 
institutions. 
 
 We believe that all institutions should develop and have a debt capacity model to guide their issuance 
of debt.  These models should equally consider both the debt service cost associated with the debt, but more 
importantly, the effect that debt service can have on mandatory fees and other costs to the students.  
Historically, Virginia’s approach to reviewing debt issuance in many cases only focuses on the project’s 
ability to generate sufficient revenue to pay debt service on the bonds or whether debt service costs will 
remain below a certain percentage of expenses.  These approaches both fail to consider the cost to the student 
if the project becomes part of the comprehensive cost of attendance or tuition and fees. 
 
 The Commonwealth needs to evaluate these various debt capacity models to determine the extent 
institutions are affecting the Commonwealth’s debt capacity and bond rating.  Although, the institutions have 
received exemptions from certain state regulations or laws, their actions continue to have a direct effect on the 
Commonwealth.   The financial market analysts do not separate the actions of the institutions of higher 
education from the Commonwealth’s overall financial status and bond rating.  The use of joint ventures with 
other organizations also will have an impact on the Commonwealth in the financial markets, if they believe 
that the Commonwealth will assume a guarantor role in these arrangements. 
 
 
Recommendations 

 
1. Each institution should develop and use a debt capacity model approved by the 

institution’s Board of Visitors and compliant with the guidelines of the Secretary 
of Finance and the State Council of Higher Education.  

 
2. The debt capacity model should include a component, which considers the effect 

of debt service on the cost of attendance.  
 

3. The General Assembly may wish to have the Debt Capacity Advisory Committee 
review the institutions’ debt capacity models and periodically report on how the 
institutions are using them and their results. 
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Introduction 
 
 The financial operations of Virginia’s institutions of higher education have always been a shared 
operation between the Commonwealth and the Board Visitors of each institution of higher education.  The 
extent of the Commonwealth’s participation has varied over the years and taken different forms of support.  
Historically, the Commonwealth’s two primary means of support have been direct appropriations and 
issuance of debt for capital projects and infrastructure.  Additionally, the institutions have used the 
Commonwealth’s financial status and bond rating to secure other direct financing. 
 
 The Board of Visitors, with the institution’s management, have had the responsibility of determining 
the institution’s level of service and deciding on how to fund the difference between the state support and the 
funds necessary to meet the Board’s level of service.  Institutions have historically funded this difference with 
tuition and mandatory fees. 
 
 Institutions have also sought to have alumni and others donate or contribute resources to the 
institutions and have developed sizable endowment funds.  Other institutions have also sought research and 
other academic grants to fund the institution.  For the majority of Virginia’s institutions, tuition and 
mandatory fees and the Commonwealth’s direct and indirect contribution to operations continues as the 
primary source of the institution’s revenues. 
 
 The Commonwealth has allowed its institutions to develop and adapt to their perceived market as 
separate entities.  This degree of independence has resulted in 14 institutions of higher education with varying 
financial resources and expertise, market share, programs, and abilities to grow and adapt.  All of these factors 
affect the long-term financial health and capacity of the institution to grow and address its needs. 
 
 All of these factors affect an institution’s ability to use the financial market to meet capital and 
infrastructure needs.  These fiscal constraints also affect the institution’s ability to operate and maintain these 
assets.   
 
 
Financing Higher Education in Virginia 
 
 As discussed in the introduction, financing higher education in Virginia has always been a joint 
activity of the Commonwealth through appropriation and individual institution’s Board of Visitors in deciding 
how to meet the financing needs.  The Board of Visitors and institutional management have needed to balance 
Commonwealth mandates such as salary increases for staff and instructors or limits of tuition increases with 
the operating needs of the institution. 
 
 In balancing their operating needs with Commonwealth mandates and the diverse operating nature of 
the individual institutions, there has developed a significant variation in the revenue and expense structure of 
the institutions.  The variation in the revenue structure makes comparison of the various institutions’ 
operating environments difficult.  Much of the variation comes from how individual institutions have 
responded to restrictions on the tuition and fee increases over time.  Certain tuition increase restrictions led to 
the switch of some operations to a self-supporting fee structure.  Then when the Commonwealth instituted 
restrictions on mandatory fees a further shift of activities occurred to other non-mandatory fees. 
 
 Tuition, mandatory fees, and auxiliary enterprise charges continue to constitute the single largest 
source of income to most institutions.  Auxiliary enterprises are typical business activities the institution has 
to provide goods or services to students and faculty.  Examples of auxiliary enterprise activities include 
dormitories, dining facilities, and student athletics.  However, Board of Visitors and institutional management 
have used all of these revenue sources to deal with the restriction on increasing tuition and fees while at the 
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same time, having to meet the mandate of funding salary increases.  These revenue sources are also highly 
sensitive to external factors, primarily a student’s willingness to incur these costs. 

 
 Several institutions have significant revenues from research grants and contracts, gifts, and 
investment income.  Research grants and contracts serve primarily as a means of developing the institution’s 
prestige and standing but have a limited resource contribution in most of the Commonwealth’s institutions.  
While gifts and investment income are vital resources, these revenues only constitute a significant funding 
resource in approximately six of the institutions. 

 
 Some institutions use foundations to conduct certain activities and to hold endowment funds and 
other resources.  Foundations play a vital role in institutional operations, but foundation activities are 
normally outside of the institution’s public activities, we will only discuss the foundations in terms of their 
activities, which may affect the institution and the Commonwealth debt financing. 

 
 Students and the Commonwealth remain an institution’s primary income source, unless, an institution 
has access to significant gifts and investment income.  Student’s ability to pay tuition, mandatory fees and 
auxiliary enterprise charges is a major operating concern of the Board of Visitors.  Therefore, any events, 
which directly affect a student’s ability to pay and attend an institution, need to become an integral part of an 
institution’s strategic and operational planning. 

 
 

Capital Financing Consideration 
 
 Institutions have significant capital needs for buildings, infrastructure, and equipment.  Historically, 
the major contributor for additional capital needs has been the growth of Virginia’s general population, which 
eventually created the need for the institutions to expand their facilities.  Another a contributing factor is the 
Commonwealth and the institution’s current process for funding and maintaining facilities.   

 
 For most of the past two decades, the institutions and the Commonwealth have funded capital costs 
with the use of debt financing.  There are a number of debt financing options available to the Commonwealth 
and institutions, and we will discuss various debt issuance methods later.   

 
 Fundamentally, the Commonwealth and institutions have only two options, the Commonwealth uses 
its debt capacity and issues the debt and pays the debt service, or the institution issues the debt and pays the 
cost.  The Commonwealth has issued debt for buildings, infrastructure, and equipment through various means 
and used general tax supported resources to pay the debt service. 

 
 Commonwealth debt supported by general tax resources does not represent a direct cost to the 
institution or student.  Under this option, the Commonwealth sets aside, in the Appropriation Act, the amounts 
for the debt proceeds to pay for individual projects and the annual debt service in total, which the Treasury 
Board, acting as the Commonwealth’s agent, pays.   

 
 Institutions often do not include this debt service payment as a form of Commonwealth support to the 
institution.  We will discuss the need to reconsider the inclusion of this support when developing a capital 
financing plan. 

 
 The second option for capital financing involves the institution directly incurring the debt and having 
to support the related debt service cost.  Historically, the institutions have used a direct debt issuance for a 
specific project with a dedicated revenue source.  The classic example of this type of the capital financing is a 
revenue bond to build a dormitory and dining hall with the future dormitory and meal plan fees dedicated for 
the payment of debt service. 
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 Another capital financing structure has been some form of capital lease.  Under this arrangement the 
institution enters into an agreement with a third party to lease a facility, equipment, or some other capital asset 
for a period in which the institution uses up most of the economic value of the asset.  This type of capital 
financing has a number of forms, arrangements, or payment terms, but ultimately the institution has control of 
the asset and therefore is liable. 

 
 Both of the institutional capital financing structures have an effect on student tuition and fees.  As in 
the example of the dormitory and dining hall, a portion of a student’s dorm and dining hall bill pays for debt 
service.  Similarly, when the institution enters into a capital lease for all of the copiers on campus a portion of 
the tuition bill makes the lease payments for the copiers.  

 
 Institutions have entered into several arrangements within the past several years, which have blurred 
the line between tuition and fees and auxiliary enterprise revenues sources.  As an example in order to fund an 
expansion of the student health facilities, which had been part of tuition, the institution has set a student health 
fee that supports the facility and debt service and is now an auxiliary enterprise. 

 
 Finally, institutions are also entering into agreements that have no direct financial relationship 
between the institution and a third party; however, the institution has agreed to certain actions.  The most 
common agreement currently is an institution’s commitment to direct students to housing owned by a third 
party.  In some cases, the institution bills and collects the housing fees as part of the collection of tuition and 
fees and transmits the money to the third party.  Although the rental agreement is clearly in the name of the 
third party and student, this arrangement makes it appear that the institution has more than a passing 
relationship. 

 
 

Planning and Managing Capital Debt 
 
 Planning and managing capital debt is a component of planning and managing the institution.  Since 
institutions historically have had intense capital needs, the financing of the projects should be part of the 
institution’s strategic planning.  All the institutions have master plans for both capital expansion as well as 
renovation.  The plans address both the institution’s current needs and use student population projections, 
mission development projects and, in some cases, activities within and around the institution’s community to 
support economic growth. 

 
 The sophistication and level of detail of the various institutional strategic and master plans varies 
among the institutions.  Most institutions do tend to follow these plans. 

 
 The plans also have a long-term horizon because of the Commonwealth capital outlay approval 
process.  Because of the uncertainty of capital funding, most plans do not specifically address the mechanism 
for funding any of the projects, unless they are not using state support.  Institutions have adopted this 
approach in response to the problems they perceive with the Commonwealth’s capital outlay process and 
funding mechanism.  The institutions have too often submitted a project for funding under one method and, 
before the completion of the budget had the project approved under another method. 

 
 As of November 2006, seven of the institutions have Board of Visitor approved debt policies and only 
the University of Virginia has as part of their capital planning process a debt capacity provisions in its 
comprehensive debt policy.  The comprehensive debt policy determines the amount of debt it should 
incur and we will discuss this model in greater detail later.  Most institutions use the current guidelines 
developed by the State Council of Higher Education, which suggest that debt service should not exceed seven 
percent of expenditures.  Capital planning at most institutions does not include a formal process for 
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considering the project’s effect on the institution’s ability to absorb debt or alternatives to funding the project 
with other means. 
 
Determining Debt Capacity 

 
 Debt capacity is the method by which an organization determines the amount of debt it can take on 
while maintaining the flexibility to respond to changing business environments.  In government, debt capacity 
is typically the amount of debt service a government can pay before it over commits revenues or restricts its 
ability to redirect funding.  Most debt capacity models exist as a function of both expenses and revenues.   

 
 As an example, the Commonwealth debt capacity model examines its ability to issue more debt in 
relation to the ability to generate and collect revenue.  The Commonwealth has limited itself to issuing tax-
supported debt, which spends no more than five percent of its general taxes on debt service.  The model 
defines tax-supported revenue, what types of debt this revenue stream supports, and then calculates the 
amount of debt the Commonwealth may prudently issue including certain stress tests projecting possible 
interest rates on the debt and its effect on the limit. 

 
 Only the University of Virginia has as part of their capital planning process a debt capacity 
provisions in its comprehensive debt policy to determine the amount of debt it should incur.  As 
previously mentioned, most institutions use the current guidelines developed by the State Council of Higher 
Education, which suggest that debt service should not exceed seven percent of expenditures.  Following is a 
discussion of how most institutions review debt capacity and some inherent problems with the current 
approach. 
 
 
Current Debt Capacity Practices  

 
 Most institutions’ current debt capacity practices do not include several components of what are 
considered key elements of understanding and planning capital financing whether it is in the commercial or 
government service environments such as colleges and universities.  The key elements include the following: 

 
1. Consideration of the consumer 
2. Revenue generation 
3. Capital commitment beyond debt service 
4. Planning capital financing both short and long-term 
5. Evaluation criteria for alternate financing 
 

 The University of Virginia has a debt capacity model approved by its Board of Visitors; six other 
institutions have Board approved debt capacity models.  Based on a review of several published debt capacity 
models at other institution of higher education in other states, we have found that all of the other models 
include the elements noted above.   

 
 The University of Virginia’s model addresses all but one of these elements, consideration of the 
consumer.  Each institution’s model should address these elements in varying levels of detail, however, at a 
fundamental level there are goals and objectives that a capital project and its financing must meet.  Details 
must reflect the individual institution’s mission and targeted market. 
 
Consideration of the Consumer 
 
 As discussed above, institutions have managed their debt on a project-by-project basis.  If the 
institution could show the Commonwealth that the project would provide sufficient revenues to pay the debt 
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service and the institution had a need for the project, the Commonwealth normally approved the project and 
then issued the debt.  This project-by-project approach ignored the effect of debt service cost on the student.  
These projects were typically optional activities, such as housing, dining halls, or auxiliary enterprise 
activities, which are products or services the student can elect to buy. 
 
 However, for most of the past two decades funding capital projects has shifted to include activities 
traditionally funded through tuition.  These activities may include student centers, health clinics, multi-use 
buildings, and other items, which were part of tuition costs to the student. 
 
 In order to use the project-by-project model, the institution began setting these projects up to appear 
to be auxiliary enterprise activities.  However, unlike typical auxiliary enterprises, the student does not have 
the option to purchase or not use the activity.  The institutions assess a fee to all students and allocate this fee 
to the various activities to cover costs and debt service.  This approach now makes these fees part of the 
students cost of attending the institution just like tuition. 
 
 Many factors affect a student and their parent’s decision in selecting an institution.  The factors may 
include the institution’s academic and social reputation, location, and other items, but cost of attendance is 
also a significant factor.   
 
 As consumers, students and their parents consider both the long-term and short-term cost of attending 
an institution.   They are also concerned over which costs they can control and those that are fixed attendance 
costs.  Students and parents have some control over items, such as books by buying new versus used or 
housing costs by living on campus or looking for off campus housing.  Fixed attendance costs are only 
controlled by the institution, and not the consumer, the student and parents. 
 
 In commercial entities, a key factor in decision-making includes considering the impact on the 
consumer.  Virginia institutions should include in their mechanism for making capital decisions, debt capacity 
measures that consider the impact of capital decisions and their long-term cost.  They should also consider 
whether those costs are mandatory or optional costs to the consumer.  
 
Revenue Generation 
 
 In addition to considering the effects of debt service on the cost of attendance, the institution needs to 
anticipate what the effects are of the cost of optional services, if the student can elect to spend funds 
elsewhere.  The classic example of this consideration is student housing.   
 
 Student demands in housing have significantly changed over the past 25 years.  Dormitories have 
gone from simply sleeping and studying spaces with communal baths to apartment style units with multiple 
baths and sufficient wiring to handle all the current electronic needs.  Student housing options depend on the 
institution’s location and may find the institution competing with available private housing especially 
designed for students. 
 
 The dormitory project above is a clear example of the issue of revenue generation, which the 
institution would need to consider when looking at its capital needs and financing.  This example also points 
out one of the shortfalls of the Commonwealth’s current project-by-project revenue approach to financing. 
 
 Revenue generation is also a function of not only making debt service, but also the ability of the 
project to pay all of other costs associated with the project over time.  Using the dormitory example again, 
projecting out maintenance costs, fuel, and other typical rental property costs is an essential component of 
revenue generation factors, which will drive future costs. 
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 While it is unlikely that anyone can predict the student housing trend over the life of the bonds, it is a 
clear example that looking at the market and the availability of alternatives should be a factor of the ability of 
an institution to fund debt service long-term.  Capital planning would indicate a need to at least consider 
market trends, determine if facilities have alternate uses that generate revenue, and finally, the size and 
financing the project debt in terms of the risk of not generating long-term revenues. 
 
 As these factors change over time, depending on outside market forces, the institution may find itself 
in competition to attract a student’s money.  If apartment living is available, but the institution only offers the 
older style dormitory, students will elect not to live in the dormitories, therefore resulting in revenue losses. 
 
Capital Commitment beyond Debt Service 
 
 Capital investments require more that just debt service and have their own life cycle that will require 
significant commitments of resources for major maintenance.  Periodic major maintenance costs occur with 
any facility, such as the replacement of roofs, air conditioning, and other mechanical systems.  Debt capacity 
models need to consider how the institution intends to address these issues over time, since some of the 
maintenance will occur before the debt is retired. 
 
 If the institution’s intent is to set the funding aside as part of its revenue generation, then there is no 
impact on debt capacity.  However, if the institution’s intent is to finance these maintenance items with debt, 
there is an impact on debt capacity.  Part of any debt capacity model is to include anticipated debt issuances 
and factor them against the institution’s capacity. 
 
Planning Capital Financing both Short and Long-Term 
 
 Debt capacity models do not only review an entity’s ability to absorb debt, but are planning tools to 
decide when an entity should incur debt and attempt to determine what affect this issuance will have on the 
institution.  These debt capacity models coupled with the institution’s strategic and capital plans should help 
guide the institution in achieving those goals. 
 
 The debt capacity model coupled with a debt management program should also allow the institution 
to manage its overall debt position.  The ability to take advantage of favorable interest rates for refunding or 
accelerating a project and knowing its effect are part of the planning process. 
 
Evaluation Criteria for Alternate Financing 
 
 The final part of a debt capacity model is the development of criteria to evaluate alternate financing 
proposals and their effect on the institution.  Alternate financing can create differing forms of obligations, 
which can either directly or indirectly affect the institution’s debt capacity.  A debt capacity model provides a 
systematic approach to evaluating these proposals and their affect. 
 
University of Virginia Debt Capacity Model 
 
 As stated earlier, only the University of Virginia has a formally adopted debt capacity model.  The 
debt capacity policy states its role in fulfilling the University’s mission and its strategic and capital outlay 
plans.  The policy defines the oversight and approval processes, defines key measures and ratios for decision 
analysis, and discusses the acceptable use of potential types of debt including the use of derivatives.   
 
 Below we summarize the content of the University’s debt policy and believe, with one exception, that 
the policy addresses all of the major components of the Debt Capacity Model we discuss in this section of the 
report. 
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Purpose 

 
The debt policy discusses its use by management and the Board in their efforts to fulfill their strategic 
and capital outlay plans.  This discussion includes defining the institution’s controls for analyzing, 
approving, and managing debt options for short and long term funding needs.  The University has 
established the policy to consider its objectives when accessing the financial market, ensure 
creditworthiness, define allowable allocations of specific types of debt, and define budget flexibility 
and liquidity to meet future needs.  However, it does not directly define how to coordinate debt policy 
decisions with the impact on student tuition and fees and other funding sources. 

 
Oversight 

 
The debt policy clearly states the responsibilities of management and the Board of Visitors for 
implementation, including authorization to incur debt.  In addition, this policy states the Board of 
Visitors’ expectations related to compliance monitoring of policy measures and defines limitations for 
specific types of exposure.   

 
Debt Affordability and Capacity Measures 

 
The debt policy includes measures that allow management and the Board to ensure debt affordability, 
capacity, and liquidity, but not the impact on student tuition and fees.  The collective evaluation of 
multiple measures provides a comprehensive view of all risk considerations as defined by the Board.  
The University uses these measures to clearly communicate its debt management philosophy and 
ongoing assessment of debt capacity and affordability. 

 
The policy uses annual debt service as a percentage of total operating expenses because they assert 
that operational expenses are more stable than operational revenue that may include one-time 
operating gifts, investment earnings fluctuations, and variability of Commonwealth funding.  The 
policy also measures debt service coverage by calculating their operating gain or loss plus non-
operating revenue and depreciation as a percentage or annual debt service.  This measure allows the 
University to monitor its ability to cover debt service with operating revenues.  Additional measures 
include a viability ratio and debt capitalization percentage.  The viability ratio measures the liquidity 
of assets related to debt by calculating their unrestricted net assets plus restricted expendable net 
assets as a percentage of aggregate debt.  Their capitalization percentage allows the University to 
monitor the percentage of capital that comes from debt to prevent becoming overly leveraged.  The 
policy calculates this measure by dividing aggregate debt by total net assets plus aggregate debt. 

 
Financing Sources/Type of Debt 

 
The policy ensures all financing structures receive a full review for each transaction including 
quantifying potential risks and benefits and analyzing the impact on the University creditworthiness 
and debt affordability and capacity.  This review includes weighing the benefits of university-issued 
versus state-issued debt related to cost effectiveness, flexibility in market timing, and bond ratings.  In 
addition, the Policy also discusses how they will consider the use of bridge funding tax-exempt versus 
taxable debt and the use of derivative products.   

 
Portfolio Management of Debt 

 
In the University’s effort to manage debt on a portfolio basis as opposed to on a project-by-project 
basis, they have included in their debt policy considerations for exposure to variable interest rates and 
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other types of financings and exposures to third parties.  The University will allow exposure to 
variable rate debt to take advantage of repayment flexibility, to benefit from historically lower than 
average interest costs to provide a match between debt service requirements and the project cash 
flows from the University assets, and to diversify their pool of potential investors.  The policy 
requires management to monitor exposure and sets requirements for adjustments to the portfolio 
allocation of 40 percent of the University’s outstanding debt.  The University of Virginia recognizes 
that the use of variable rate debt and forms of short-term financings requires liquidity.  They have 
included discussion on how they can obtain or avoid the need for outside liquidity.  

 
 We believe that the University’s debt policy is a framework that other Virginia institutions could use 
to develop a debt capacity policy.  We believe the Debt Affordability and Capacity Measures should be 
expanded to include more of the effect that debt has on the student’s cost of attendance payments and the 
optional purchase type activities discussed earlier.  
 
 While we understand the University’s position on measuring debt in terms of expenses, we believe 
that they should provide equal weight to their operating revenue.  Further, we believe the operating revenue 
measure should compensate for any significant variations in income and should represent a measure over 
time.  
 
 
Institutional Debt Capacity Model 
 
 The Commonwealth has allowed the institutions to develop separately and, as a result, each 
institution has its own unique accounting and financial condition.  Therefore, one debt capacity model is 
probably not a practical solution in the Commonwealth.  Further with the movement for decentralization and 
exemptions from certain guidelines, the need to monitor and review debt increases. 
 
 This report has discussed the elements of what constitutes a working debt capacity model.  We 
believe with the exception of expanding considerations for the revenue and consumer portion of the model, 
the University of Virginia can serve as an example framework for other institutions in the Commonwealth. 
 
 The Secretary of Finance working with the Treasury Board and the State Council of Higher Education 
should assist the institutions in developing debt capacity models.  Those models should address each element 
of the model discussed in this report.  This model needs to serve not only as a guide for the institutions, but as 
a working document for the Commonwealth to assess the impact of debt on the Commonwealth’s potential 
debt capacity. 
 
 
Institutional Debt and the Commonwealth 
 
 Clearly institutional debt has an impact on the Commonwealth.  Rating agencies view the institutions 
as component units of the Commonwealth, and while not legally liable for all of the debt, see the 
Commonwealth as the potential guarantor of the debt.  Currently, the Commonwealth controls most of the 
debt institutions incur by requiring the approval of the Treasury Board to review the structure and terms of the 
debt before the institution issues debt or the Commonwealth issues the debt on behalf of the institution.  
 
 The approval process has historically reviewed the institution’s request for issuing debt on a project-
by-project basis.  The Treasury Board has set guidelines for the debt it must review and timing of the review.  
This approach does not review the totality of an institution’s debt structure.  Additionally, this approach has 
encountered problems as institutions enter into new and different types of financing.  Some of the institutions 
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have not gotten the Treasury Board’s approval for certain transactions; since the institutions did not believe 
the transaction involved an obligation. 
 
 The Treasury Board does not normally review agreements where the institution commits to an action 
with a third party, which may appear to create a guarantee on the part of the institution to a third party.  An 
example is where a Foundation constructs apartments for student use and the institution agrees to assign 
students looking for housing to the Foundation’s apartments. 
 
 Institutions may be entering into various agreements, which bind them and, in turn, the 
Commonwealth to meeting future commitments.  Our review of the existing literature indicates that as this 
form of alternative financing expands, the bond rating agencies may consider this not only debt of the 
institution, but debt of the Commonwealth. 
 
 The Treasury Board is not equipped to monitor, review, and approve these diverse and complex 
agreements.  An institutional debt capacity model, such as the University of Virginia’s model, should allow 
institutions to evaluate and review these agreements as they move forward.  The Treasury Board or Secretary 
of Finance could use this information to monitor the level of incurred debt, which the Commonwealth may 
appear to be guaranteeing. 
 
 
Commonwealth Debt Capacity 
 
 The Commonwealth has an effective program to monitor debt capacity in terms of tax-supported debt 
through its debt capacity model and Debt Capacity Advisory Committee.  Since most other debt has been 
directly revenue supported, the review and monitoring of the debt has been project-by-project.  Since the 
Commonwealth’s current practices limit the nature and type of obligations incurred, expanding the capacity 
model to the Commonwealth is probably not necessary. 
 
 However, the Debt Capacity Advisory Committee should review the debt capacity models that the 
institutions develop and have the institutions report periodically on how they use them.  The Debt Capacity 
Advisory Committee should report the results to the General Assembly.  This review would provide the Debt 
Capacity Advisory Committee the ability to explain the effect, if any, on the financing of institutions other 
than the traditional forms of debt. 
 
 
Other Matters 
 
 The Commonwealth, in addition to direct appropriations, provides significant resources to the 
institutions in the form of direct payment of debt services as shown in Appendix C.  Over 52 percent of the 
Commonwealth’s outstanding tax supported debt relates to projects for institutions of higher education.  Debt 
service payments for higher education for the fiscal year ended June 30, 2005 was approximately 
$82,679,155.  Incurring these costs directly reduces the cost of attendance at each of the Commonwealth 
institutions.  In the future, if the institutions begin issuing more of their debt independently, this could 
significantly affect the student’s cost of attendance. 
 
 
Conclusion 
 
 Virginia’s institutions of higher education have developed unique and independent financial operating 
models.  These institutions also have a widely varying level of fiscal sophistication and financial 
management.  As we have reviewed the debt capacity of various institutions, it is clear that one model, even 
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general in nature, would not provide an effective tool for either the Commonwealth or the individual 
institutions. 
 
 We do believe that each institution should develop and have a debt capacity model to guide their 
issuance of debt.  These models should equally consider both the debt service cost associated with the debt, 
but more importantly, the effect that debt service can have on mandatory fees and other cost to the students.  
Historically, Virginia’s approach to reviewing debt issuance in many cases only focuses on the project’s 
ability to generate sufficient revenue to pay debt service on the bonds or whether debt service cost will remain 
below a certain percentage of expenses.  These approaches both fail to consider the costs to the student if the 
project becomes part of the comprehensive cost of attendance or tuition and fees. 
 
 Issuing debt is also a mechanism of providing infrastructure for the institution.  Infrastructure 
acquisition in the institutions has also become more complex and riskier as institutions began to establish new 
joint ventures with private companies, foundations, and limited partnerships.  Additionally, the arrangements 
can create both legal and moral obligations for the institutions.  In some cases, these joint ventures expand the 
institution’s presence into the community or neighborhood.  Institutions also need to understand and evaluate 
their relationship in the joint venture and the effect that the parties of the joint venture can have on the 
institution. 
 
 In addition to the change of focus from the project generating sufficient revenue to considering the 
impact on the student cost, we also believe that the debt capacity model should have some underlying 
principles and considerations.  These principles and considerations should include long term strategic 
planning, clear investment and debt management policies, governing board’s role, fundraising capability, 
level of management oversight, and budgeting practices. 
 
 Finally, the Commonwealth needs to evaluate these various debt capacity models to determine the 
extent institutions are affecting the Commonwealth’s debt capacity and bond rating.  Although, the 
institutions have received exemptions from certain state regulations or laws, their actions continue to have a 
direct effect on the Commonwealth.   The financial market analysts do not separate the actions of the 
institutions of higher education from the Commonwealth’s overall financial status and bond rating.  The use 
of joint ventures with other organizations also could have an impact on the Commonwealth in the financial 
markets, if they believe that the Commonwealth will assume a guarantor role in these arrangements. 
 
 
Recommendations 

 
1. Each institution should develop and use a debt capacity model approved by the institution’s 

Board of Visitors and compliant with the guidelines of the Secretary of Finance and the State 
Council of Higher Education.  

 
2. The debt capacity model should include a component, which considers the effect of debt service 

on the cost of attendance.  
 

3. The General Assembly may wish to have the Debt Capacity Advisory Committee review the 
institutions’ debt capacity models and periodically report on how the institutions are using them 
and their results. 
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 November 21, 2006 
 
 
 
The Honorable Timothy M. Kaine The Honorable Thomas K. Norment, Jr. 
Governor of Virginia Chairman, Joint Legislative Audit 
State Capital   and Review Commission 
Richmond, Virginia General Assembly Building 
 Richmond, Virginia 
 

We have completed our review of debt at state supported Institutions of Higher Education in 
accordance with Item 1-2 E. of Chapter 3 of the 2006 Acts of the Assembly and submit our report entitled, “A 
Review of Debt at State Supported Institutions of Higher Education.”  We conducted our review in 
accordance with the standards for performance audits set forth in Government Auditing Standards, issued by 
the Comptroller General of the United States. 
 
Objectives 
 

We had two objectives for our review of debt at state supported Institutions of Higher Education.  
These objectives were: 
 

1. To determine  the method to evaluate a process defining the amount of debt for each 
institution of higher education and its impact; and 

 
2. To determine alternatives to the current process for issuing and monitoring debt and 

the affect the debt has on the Commonwealth’s debt capacity.   
 

3. To determine whether the Commonwealth should develop debt capacity guidelines 
for Virginia’s institutions of higher education. 

 
Scope 
 
 Our study included a review of all institutions of higher education and the Commonwealth Debt 
Capacity model. 
 
Methodology 
 
 Our review procedures included a comparison of the institutions’ process for incurring debt and 
existing debt governance processes within the institutions.  We looked at the Commonwealth’s and other 
entities’ debt capacity models and any specifically designed for institutions of higher education. 
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Conclusions 
 
 Virginia’s institutions of higher education have developed unique and independent financial operating 
models.  These institutions also have a widely varying level of fiscal sophistication and financial 
management.  As we have reviewed the debt capacity of various institutions, it is clear that one model, even 
general in nature, would not provide an effective tool for either the Commonwealth or the individual 
institutions. 
 
 We therefore make the following recommendations. 
 

1. Each institution should develop and use a debt capacity model approved by the institution’s 
Board of Visitors and compliant with the guidelines of the Secretary of Finance and the State 
Council of Higher Education.  
 

2. The debt capacity model should include a component, which considers the effect of debt 
service on the cost of attendance.  

 
3. The General Assembly may wish to have the Debt Capacity Advisory Committee review the 

institutions’ debt capacity models and periodically report on how the institutions are using 
them and their results. 

 
 Finally, the Commonwealth needs to evaluate these various debt capacity models to determine the 
extent institutions are affecting the Commonwealth’s debt capacity and bond rating.  Although, the 
institutions have received exemptions from certain state regulations or laws, their actions continue to have a 
direct effect on the Commonwealth.  The financial analysts do not separate the actions of the institutions of 
higher education from the Commonwealth’s overall financial status and bond rating.  The use of joint 
ventures with other organizations also could have an impact on the Commonwealth in the financial markets, if 
they believe that the Commonwealth will assume a guarantor role in these arrangements. 
 

 
 
 
 
 AUDITOR OF PUBLIC ACCOUNTS 
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Appendix A 
 
 

DEBT SERVICE PER STUDENT 
 

FISCAL YEAR 2005 
 
 

 

 
Total Debt Service 

by Institution 
Full Time 
Equivalent 

Debt Service 
per  Full Time 

Equivalent 
Christopher Newport University $ 7,838,360 4,322 $ 1,814 
College of William and Mary 7,365,582 7,625 966 
George Mason University 14,467,647 22,569 641 
James Madison University 9,499,028 16,697 569 
Longwood University 2,195,421 4,099 536 
University of Mary Washington 2,778,699 5,024 553 
Norfolk State University 2,673,199 16,308 164 
Old Dominion University 8,363,629 9,122 917 
Radford University 141,349 4,351 32 
University of Virginia  23,913,297 24,463 978 
Virginia Commonwealth University 17,855,664 24,418 731 
Virginia Military Institute 677,361 1,531 442 
VPI & State University 20,026,000 28,215 710 
Virginia State University 1,807,388 4,897 369 

 
 

Note: 
 
This schedule shows the total debt service for bonded debt by institution divided by the Full Time 
Equivalent Student to give the per student cost of debt service regardless of funding source. 
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Appendix B 
 
 

TYPES OF DEBT 
 
Bonds 
 
 The Commonwealth issues all bonds pursuant to Section 9 of Article X of the Constitution of 
Virginia.  Section 9(b) bonds are General Obligation bonds secured with general tax revenues as approved by 
voter referendum.  9(c) and 9(d) bonds are bonds secured by a dedicated revenue stream.  Section 9(b) and 
9(c) bonds are tax-supported general obligation bonds with the full faith, credit, and taxing power of the 
Commonwealth.   
 
 Section 9(d) bonds do not have the full faith, credit, and taxing power of the Commonwealth.  These 
bonds are not general obligation bonds and are not a legal liability of the Commonwealth.  The 
Commonwealth may support this debt by State appropriations in whole or in part, as in the case of certain 
debt of the Virginia College Building Authority.   
 
 Some institutions and agencies issue 9(d) revenue bonds and pay the debt service from general 
revenues of the component units, or from revenues of specific revenue-producing capital projects such as 
teaching hospitals, dormitories, student centers, and dining halls at the various colleges and universities.  To 
improve the credit worthiness of some of these bonds such as those issued by the Virginia College Building 
Authority, the Commonwealth has an intercept provision, which allows the Commonwealth to use state funds 
intended for the institution to make debt service payments. 
 
 
Capital Leases 
 
 Institutions can lease buildings and equipment under various agreements, which allows the institution 
to enter into a long term agreement for the exclusive use of the asset.  Generally, the institution acquires 
essentially all of the economic benefits and risks associated with the leased property.  For a lease agreement to 
meet the capital lease requirements, there must be a binding agreement that meets one of the following 
requirements.   
 

1. A bargain purchase option. 
2. The lease transfers ownership at the end of the lease term. 
3. The lease term is equal to 75 percent or more of the estimated economic life of the leased 

property. 
4. The present value of the minimum lease payments is equal to 90 percent or more of the excess of 

the fair value of the asset. 
 
 Historically, these agreements primarily occur when an institutional foundation issues bonds to 
finance the construction of a building.  The foundation and the institution enter into a capital lease agreement 
that cause the lease payments to equal at least debt service requirements.  This method of financing is also 
gaining usage in arrangements with outside third parties for limited use construction, such as apartments. 
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Notes Payable 
 
 Institutions enter into notes payable for a variety of reasons, including short term financing for 
equipment, building restoration, and technology hardware and software.  In addition, when institutions enter 
into the Virginia College Building Authority pooled bond-financing program they enter into a notes payable 
for their portion of the bond issue.      
 
 
Other Liabilities 
 
 Institutions also incur other operating liabilities such as compensated absences for vacation and other 
leave, pension cost and other benefit programs.  While these represent significant liabilities, we did not 
include them in our discussion of debt capacity.  However, several organizations do include these liabilities 
for informational purposes. 
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Appendix C 
 
 

STATE SUPPORT INCLUDING DEBT 
 

FOR FISCAL YEAR 2005 
 
 

In addition to direct General Fund support to individual institutions, the Commonwealth pays the debt 
service on certain bonds, which directly benefit institutions of higher education.  The table below shows 
the amount of the debt service cost that the Commonwealth pays. 

 
 

 
General Fund 

Appropriations 
Debt Service 

Support 
Total Support 

Available 
Christopher Newport University $  25,008,016 $  5,387,474 $    30,395,490
College of William and Mary 63,155,599 3,672,555 66,828,154
George Mason University 112,012,290 9,068,037 121,080,327
James Madison University 63,532,170 7,164,839 70,697,009
Longwood University 21,366,581 3,367,312 24,733,893
University of Mary Washington 16,540,523 1,683,022 18,223,545
Norfolk State University 44,818,849 3,263,865 48,082,714
Old Dominion University 89,002,497 6,535,777 95,538,274
Radford University 41,587,358 3,326,907 44,914265
University of Virginia 143,605,000 11,390,678 154,995,678
Virginia Commonwealth University 162,694,758 6,867,739 169,562,497
Virginia Military Institute 9,695,313 2,110,700 11,806,013
VPI & State University 170,374,000 15,248,474 185,622,474
Virginia State University     30,631,630      3,591,774        34,223,404
  
     Totals $ 994,024,584 $ 82,679,153 $ 1,076,703,737

 
 
 



Appendix D

Target Debt Capacity as 
% of Revenues (B) 5%

A (A*B) C C/A (A*B)-C

Fiscal Year
Blended Revenues 

(1)
Base Capacity to 
Pay Debt Service

Annual Payments 
for Debt Service 

Paid by 
Institution (2)

Institution Debt 
Service as a % of 

Institution 
Revenues

Net Capacity to 
Pay Additional 

Institutional Debt 
Service

JMU
Actual 2002 134,754,679$        6,737,734$          10,823,362$        8.03% (4,085,628)$         
Actual 2003 146,950,158          7,347,508            10,671,497          7.26% (3,323,989)           
Actual 2004 163,387,735          8,169,387            9,557,209            5.85% (1,387,822)           
Actual 2005 174,422,146          8,721,107            9,499,028            5.45% (777,921)              

2006 190,113,860          9,505,693            8,773,161            4.61% 732,532                
2007 207,217,263          10,360,863          8,761,057            4.23% 1,599,806             
2008 225,859,357          11,292,968          8,751,294            3.87% 2,541,674             
2009 246,178,568          12,308,928          8,245,304            3.35% 4,063,624             
2010 268,325,777          13,416,289          7,830,858            2.92% 5,585,431             

Blended revenues does not include appropriations in the amount of $62,729,074, $57,128,219, $53,418,499,  
$58,795,221 for fiscal years 2002, 2003, 2004, and 2005 respectively.

CNU
Actual 2002 27,676,104$          1,383,805$          3,165,028$          11.44% (1,781,223)$         
Actual 2003 37,437,796            1,871,890            5,994,817            16.01% (4,122,927)           
Actual 2004 40,600,249            2,030,012            5,295,506            13.04% (3,265,494)           
Actual 2005 47,648,995            2,382,450            7,838,360            16.45% (5,455,910)           

2006 57,350,330            2,867,517            10,124,216          17.65% (7,256,699)           
2007 69,026,858            3,451,343            10,833,772          15.70% (7,382,429)           
2008 83,080,726            4,154,036            10,826,212          13.03% (6,672,176)           
2009 99,995,962            4,999,798            10,839,100          10.84% (5,839,302)           
2010 120,355,139          6,017,757            10,441,069          8.68% (4,423,312)           

Blended revenues does not include appropriations in the amount of $21,946,252, $20,269,091, $19,545,129, 
$22,201,518 for fiscal years 2002, 2003, 2004, and 2005 respectively.

VCU
Actual 2002 167,844,395$        8,392,220$          18,124,231$        10.80% (9,732,011)$         
Actual 2003 176,738,265          8,836,913            15,940,198          9.02% (7,103,285)           
Actual 2004 199,400,861          9,970,043            16,727,010          8.39% (6,756,967)           
Actual 2005 227,990,683          11,399,534          17,855,664          7.83% (6,456,130)           

2006 252,659,275          12,632,964          19,642,391          7.77% (7,009,427)           
2007 279,997,008          13,999,850          20,328,351          7.26% (6,328,501)           
2008 310,292,685          15,514,634          20,257,055          6.53% (4,742,421)           
2009 343,866,353          17,193,318          20,287,825          5.90% (3,094,507)           
2010 381,072,693          19,053,635          20,253,698          5.31% (1,200,063)           

Blended revenues does not include appropriations in the amount of $178,235,785, $164,330,658, $143,267,343, 
$158,072,660, for fiscal years 2002, 2003, 2004, and 2005 respectively.

(1)  Blended revenues consist of tuition and fees, auxiliary enterprise revenue, other income, and investment income.  Figures for 2002-2005 are
derived from each higher educational institutions financial statements.  Figures for 2006 - 20010 are an average of the revenue growth between fiscal
year 2002-2005.

(2)  Represents 9c and 9d revenue bond debt service (principal and interest), installment purchases, notes payable and capital leases for which the

(3)  Represents debt service payments (principal and interest) for VCBA 21st Century Program (Equipment Program), VCBA 21st Century Program
(Capital Projects Program), and 9b bond referenda debt.  This debt is not recorded on each institution's financial statements and they are not 
required to pay debt service payments. Commonwealth pays debt service payments from General Fund dollars.

(4)  Represents the total University and Commonwealth debt service payments

University has recorded on their financial statements.
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D D/A C+D (C+D)/A {(A*B)-(C+D)}/K

Annual Payments 
for Debt Service 

Paid by 
Commonwealth 

(3)

Commonwealth 
Debt Service as a 
% of Institution 

Revenues
Total Debt 

Payments (4)

All Debt Service 
as a % of 
Institution 
Revenues

Net Capacity to 
Pay Additional 
Institutional & 
Commonwealth 

Debt Service

2,727,062$           2.02% 13,550,424$       10.06% (6,812,690)$         
3,203,922             2.18% 13,875,419         9.44% (6,527,911)           
4,876,933             2.98% 14,434,142         8.83% (6,264,755)           
7,164,839             4.11% 16,663,867         9.55% (7,942,760)           
6,464,204             3.40% 15,237,365         8.01% (5,731,672)           
6,427,391             3.10% 15,188,448         7.33% (4,827,585)           
6,068,342             2.69% 14,819,636         6.56% (3,526,668)           
5,418,662             2.20% 13,663,966         5.55% (1,355,038)           
4,620,684             1.72% 12,451,542         4.64% 964,747               

1,753,619$           6.34% 4,918,647$         17.77% (3,534,842)$         
2,578,970             6.89% 8,573,787           22.90% (6,701,897)           
4,058,358             10.00% 9,353,864           23.04% (7,323,852)           
5,387,474             11.31% 13,225,834         27.76% (10,843,384)         
4,304,197             7.51% 14,428,413         25.16% (11,560,896)         
4,269,446             6.19% 15,103,218         21.88% (11,651,875)         
3,678,207             4.43% 14,504,419         17.46% (10,350,383)         
3,105,060             3.11% 13,944,160         13.94% (8,944,362)           
2,900,187             2.41% 13,341,256         11.08% (7,323,499)           

3,502,667$           2.09% 21,626,898$       12.89% (13,234,678)$       
4,637,863             2.62% 20,578,061         11.64% (11,741,148)         
6,167,512             3.09% 22,894,522         11.48% (12,924,479)         
6,867,739             3.01% 24,723,403         10.84% (13,323,869)         
7,183,249             2.84% 26825639.97 10.62% (14,192,676)         
7,145,721             2.55% 27474072.1 9.81% (13,474,222)         
6,342,404             2.04% 26599459.49 8.57% (11,084,825)         
5,898,940             1.72% 26186765.04 7.62% (8,993,447)           
5,488,526             1.44% 25742224.37 6.76% (6,688,590)           
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Target Debt Capacity as 
% of Revenues (B) 5%

A (A*B) C C/A (A*B)-C

Fiscal Year
Blended Revenues 

(1)
Base Capacity to 
Pay Debt Service

Annual Payments 
for Debt Service 

Paid by 
Institution (2)

Institution Debt 
Service as a % of 

Institution 
Revenues

Net Capacity to 
Pay Additional 

Institutional Debt 
Service

GMU
Actual 2002 145,562,587$        7,278,129$          12,183,602$        8.37% (4,905,473)$         
Actual 2003 157,710,210          7,885,511            13,410,305          8.50% (5,524,795)           
Actual 2004 182,172,526          9,108,626            14,847,279          8.15% (5,738,653)           
Actual 2005 200,031,915          10,001,596          14,467,647          7.23% (4,466,051)           

2006 222,475,496          11,123,775          14,238,284          6.40% (3,114,509)           
2007 247,437,246          12,371,862          15,050,176          6.08% (2,678,314)           
2008 275,199,706          13,759,985          15,145,720          5.50% (1,385,735)           
2009 306,077,113          15,303,856          14,732,739          4.81% 571,117                
2010 340,418,965          17,020,948          12,875,744          3.78% 4,145,204             

Blended revenues does not include appropriations in the amount of $112,855,516, $97,639,963, $90,593,048, 
$100,043,208 for fiscal years 2002, 2003, 2004, and 2005 respectively.

LU
Actual 2002 32,251,578$          1,612,579$          2,543,463$          7.89% (930,884)$            
Actual 2003 33,854,050            1,692,703            2,527,744            7.47% (835,042)              
Actual 2004 38,102,972            1,905,149            2,918,165            7.66% (1,013,016)           
Actual 2005 41,413,158            2,070,658            2,195,421            5.30% (124,763)              

2006 45,032,668            2,251,633            3,876,720            8.61% (1,625,087)           
2007 48,968,523            2,448,426            3,335,431            6.81% (887,005)              
2008 53,248,372            2,662,419            3,303,808            6.20% (641,389)              
2009 57,902,280            2,895,114            3,285,616            5.67% (390,502)              
2010 62,962,939            3,148,147            3,242,489            5.15% (94,342)                

Blended revenues does not include appropriations in the amount of $19,360,370, $17,526,666, $16,654,174, 
$19,021,471 for fiscal years 2002, 2003, 2004, and 2005 respectively.

ODU
Actual 2002 88,420,781$          4,421,039$          8,142,830$          9.21% (3,721,791)$         
Actual 2003 89,738,029            4,486,901            9,134,663            10.18% (4,647,762)           
Actual 2004 100,609,274          5,030,464            9,131,898            9.08% (4,101,434)           
Actual 2005 106,324,715          5,316,236            8,363,629            7.87% (3,047,393)           

2006 113,161,394          5,658,070            8,337,553            7.37% (2,679,483)           
2007 120,437,672          6,021,884            8,270,361            6.87% (2,248,477)           
2008 128,181,814          6,409,091            8,183,259            6.38% (1,774,168)           
2009 136,423,905          6,821,195            8,122,088            5.95% (1,300,893)           
2010 145,195,962          7,259,798            8,097,380            5.58% (837,582)              

Blended revenues does not include appropriations in the amount of $82,872,836, $73,744,448, $69,702,665, 
$79,403,718 for fiscal years 2002, 2003, 2004, and 2005 respectively.

(1)  Blended revenues consist of tuition and fees, auxiliary enterprise revenue, other income, and investment income.  Figures for 2002-2005 are
derived from each higher educational institutions financial statements.  Figures for 2006 - 20010 are an average of the revenue growth between fiscal 
year 2002-2005.

(2)  Represents 9c and 9d revenue bond debt service (principal and interest), installment purchases, notes payable and capital leases for which the 

(3)  Represents debt service payments (principal and interest) for VCBA 21st Century Program (Equipment Program), VCBA 21st Century Program 
(Capital Projects Program), and 9b bond referenda debt.  This debt is not recorded on each institution's financial statements and they are not 
required to pay debt service payments. Commonwealth pays debt service payments from General Fund dollars.

(4)  Represents the total University and Commonwealth debt service payments.

University has recorded on their financial statements.
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D D/A C+D (C+D)/A {(A*B)-(C+D)}/K

Annual Payments 
for Debt Service 

Paid by 
Commonwealth 

(3)

Commonwealth 
Debt Service as a 
% of Institution 

Revenues
Total Debt 

Payments (4)

All Debt Service 
as a % of 
Institution 
Revenues

Net Capacity to 
Pay Additional 
Institutional & 
Commonwealth 

Debt Service

3,019,604$           2.07% 15,203,206$       10.44% (7,925,077)$         
5,092,928             3.23% 18,503,233         11.73% (10,617,723)         
7,236,281             3.97% 22,083,560         12.12% (12,974,934)         
9,068,037             4.53% 23,535,684         11.77% (13,534,088)         
8,447,341             3.80% 22,685,625         10.20% (11,561,851)         
8,414,182             3.40% 23,464,358         9.48% (11,092,496)         
6,984,191             2.54% 22,129,911         8.04% (8,369,926)           
5,855,032             1.91% 20,587,771         6.73% (5,283,915)           
5,284,420             1.55% 18,160,164         5.33% (1,139,216)           

597,033$              1.85% 3,140,496$         9.74% (1,527,917)$         
666,352                1.97% 3,194,096           9.43% (1,501,394)           
715,442                1.88% 3,633,607           9.54% (1,728,458)           

3,367,312             8.13% 5,562,733           13.43% (3,492,075)           
3,625,638             8.05% 7502357.789 16.66% (5,250,724)           
3,626,627             7.41% 6962057.497 14.22% (4,513,631)           
3,579,511             6.72% 6883318.833 12.93% (4,220,900)           
3,471,343             6.00% 6756959.187 11.67% (3,861,845)           
2,274,959             3.61% 5517447.436 8.76% (2,369,300)           

2,817,990$           3.19% 10,960,820$       12.40% (6,539,780)$         
3,210,575             3.58% 12,345,238         13.76% (7,858,337)           
4,122,341             4.10% 13,254,239         13.17% (8,223,775)           
6,535,777             6.15% 14,899,406         14.01% (9,583,170)           
6,113,189             5.40% 14,450,742         12.77% (8,792,673)           
6,086,272             5.05% 14,356,633         11.92% (8,334,750)           
5,794,079             4.52% 13,977,338         10.90% (7,568,247)           
5,320,836             3.90% 13,442,924         9.85% (6,621,729)           
4,437,896             3.06% 12,535,276         8.63% (5,275,478)           
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Target Debt Capacity as 
% of Revenues (B) 5%

A (A*B) C C/A (A*B)-C

Fiscal Year
Blended Revenues 

(1)
Base Capacity to 
Pay Debt Service

Annual Payments 
for Debt Service 

Paid by 
Institution (2)

Institution Debt 
Service as a % of 

Institution 
Revenues

Net Capacity to 
Pay Additional 

Institutional Debt 
Service

VT
Actual 2002 245,121,000$        12,256,050$        24,476,000$        9.99% (12,219,950)$       
Actual 2003 273,277,000          13,663,850          19,876,000          7.27% (6,212,150)           
Actual 2004 304,649,000          15,232,450          21,840,000          7.17% (6,607,550)           
Actual 2005 332,264,000          16,613,200          20,026,000          6.03% (3,412,800)           

2006 367,749,795          18,387,490          24,736,000          6.73% (6,348,510)           
2007 407,025,473          20,351,274          27,969,000          6.87% (7,617,726)           
2008 450,495,794          22,524,790          26,358,000          5.85% (3,833,210)           
2009 498,608,745          24,930,437          24,677,000          4.95% 253,437                
2010 551,860,159          27,593,008          21,035,000          3.81% 6,558,008             

Blended revenues does not include appropriations in the amount of $239,832,000, $201,696,000, $191,418,000, 
$212,999,000 for fiscal years 2002, 2003, 2004, and 2005 respectively.

CWM
Actual 2002 94,493,724$          4,724,686$          8,884,626$          9.40% (4,159,940)$         
Actual 2003 105,938,399          5,296,920            6,657,587            6.28% (1,360,667)           
Actual 2004 125,874,906          6,293,745            6,349,850            5.04% (56,105)                
Actual 2005 124,861,611          6,243,081            7,365,582            5.90% (1,122,501)           

2006 137,397,717          6,869,886            8,630,924            6.28% (1,761,038)           
2007 151,192,448          7,559,622            8,680,245            5.74% (1,120,623)           
2008 166,372,169          8,318,608            8,512,917            5.12% (194,309)              
2009 183,075,935          9,153,797            7,158,253            3.91% 1,995,544             
2010 201,456,759          10,072,838          6,970,086            3.46% 3,102,752             

Blended revenues does not include appropriations in the amount of $70,027,785, $60,139,547, $56,253,309, 
$61,505,869 for fiscal years 2002, 2003, 2004, and 2005 respectively.

UVA (Includes UVA Wise & Medical Center)
Actual 2002 937,774,000$        46,888,700$        31,723,000$        3.38% 15,165,700$         
Actual 2003 1,146,440,000       57,322,000          29,731,011          2.59% 27,590,989           
Actual 2004 1,313,377,000       65,668,850          37,978,000          2.89% 27,690,850           
Actual 2005 1,495,099,000       74,754,950          31,959,000          2.14% 42,795,950           

2006 1,747,471,711       87,373,586          34,033,000          1.95% 53,340,586           
2007 2,042,444,936       102,122,247        33,560,000          1.64% 68,562,247           
2008 2,387,209,641       119,360,482        33,081,000          1.39% 86,279,482           
2009 2,790,170,629       139,508,531        28,363,000          1.02% 111,145,531         
2010 3,261,151,431       163,057,572        28,723,000          0.88% 134,334,572         

Blended revenues does not include appropriations in the amount of $176,177,000, $137,858,000, $118,125,000, 
$136,006,000 for fiscal years 2002, 2003, 2004, and 2005 respectively.

(1)  Blended revenues consist of tuition and fees, auxiliary enterprise revenue, other income, and investment income.  Figures for 2002-2005 are
derived from each higher educational institutions financial statements.  Figures for 2006 - 20010 are an average of the revenue growth between fiscal 
year 2002-2005.

(2)  Represents 9c and 9d revenue bond debt service (principal and interest), installment purchases, notes payable and capital leases for which the 
University has recorded on their financial statements.

(3)  Represents debt service payments (principal and interest) for VCBA 21st Century Program (Equipment Program), VCBA 21st Century Program 
(Capital Projects Program), and 9b bond referenda debt.  This debt is not recorded on each institution's financial statements and they are not 
required to pay debt service payments. Commonwealth pays debt service payments from General Fund dollars.

(4)  Represents the total University and Commonwealth debt service payments.
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D D/A C+D (C+D)/A {(A*B)-(C+D)}/K

Annual Payments 
for Debt Service 

Paid by 
Commonwealth 

(3)

Commonwealth 
Debt Service as a 
% of Institution 

Revenues
Total Debt 

Payments (4)

All Debt Service 
as a % of 
Institution 
Revenues

Net Capacity to 
Pay Additional 
Institutional & 
Commonwealth 

Debt Service

5,118,520$           2.09% 29,594,520$       12.07% (17,338,470)$       
8,447,214             3.09% 28,323,214         10.36% (14,659,364)         

11,967,894           3.93% 33,807,894         11.10% (18,575,444)         
15,248,474           4.59% 35,274,474         10.62% (18,661,274)         
13,853,277           3.77% 38,589,277         10.49% (20,201,787)         
13,794,051           3.39% 41,763,051         10.26% (21,411,777)         
11,492,445           2.55% 37,850,445         8.40% (15,325,655)         
10,367,957           2.08% 35,044,957         7.03% (10,114,520)         

9,044,159             1.64% 30,079,159         5.45% (2,486,151)           

1,228,502$           1.30% 10,113,128$       10.70% (5,388,442)$         
2,052,355             1.94% 8,709,942           8.22% (3,413,022)           
2,718,593             2.16% 9,068,443           7.20% (2,774,697)           
3,672,555             2.94% 11,038,137         8.84% (4,795,057)           
3,747,961             2.73% 12,378,885         9.01% (5,508,999)           
3,731,643             2.47% 12,411,888         8.21% (4,852,266)           
3,159,930             1.90% 11,672,847         7.02% (3,354,238)           
2,894,885             1.58% 10,053,138         5.49% (899,341)              
2,538,326             1.26% 9,508,412           4.72% 564,426               

6,251,173$           0.67% 37,974,173$       4.05% 8,914,527$          
8,432,125             0.74% 38,163,136         3.33% 19,158,864          
9,791,844             0.75% 47,769,844         3.64% 17,899,006          

11,390,678           0.76% 43,349,678         2.90% 31,405,272          
11,965,562           0.68% 45998561.91 2.63% 41,375,024          
11,908,604           0.58% 45468603.94 2.23% 56,653,643          
10,380,344           0.43% 43461343.9 1.82% 75,899,138          

9,776,848             0.35% 38139848.19 1.37% 101,368,683        
9,261,541             0.28% 37984540.56 1.16% 125,073,031        

22



Target Debt Capacity as 
% of Revenues (B) 5%

A (A*B) C C/A (A*B)-C

Fiscal Year
Blended Revenues 

(1)
Base Capacity to 
Pay Debt Service

Annual Payments 
for Debt Service 

Paid by 
Institution (2)

Institution Debt 
Service as a % of 

Institution 
Revenues

Net Capacity to 
Pay Additional 

Institutional Debt 
Service

UMW
Actual 2002 35,312,395$          1,765,620$          3,052,573$          8.64% (1,286,953)$         
Actual 2003 43,363,056            2,168,153            2,650,144            6.11% (481,991)              
Actual 2004 45,023,574            2,251,179            2,640,530            5.86% (389,351)              
Actual 2005 48,214,847            2,410,742            2,778,699            5.76% (367,957)              

2006 53,634,196            2,681,710            3,122,665            5.82% (440,955)              
2007 59,662,679            2,983,134            3,163,945            5.30% (180,811)              
2008 66,368,765            3,318,438            3,170,975            4.78% 147,463                
2009 73,828,614            3,691,431            3,161,343            4.28% 530,088                
2010 82,126,950            4,106,347            3,163,704            3.85% 942,643                

Blended revenues does not include appropriations in the amount of $17,872,900, $14,740,000, $13,756,007, 
$14,995,242, for fiscal years 2002, 2003, 2004, and 2005 respectively.

NSU
Actual 2002 34,393,984$          1,719,699$          3,422,765$          9.95% (1,703,066)$         
Actual 2003 34,150,358            1,707,518            2,896,097            8.48% (1,188,579)           
Actual 2004 39,956,066            1,997,803            2,724,431            6.82% (726,628)              
Actual 2005 43,804,941            2,190,247            2,673,199            6.10% (482,952)              

2006 47,589,688            2,379,484            4,082,483            8.58% (1,702,999)           
2007 51,701,437            2,585,072            5,401,025            10.45% (2,815,953)           
2008 56,168,441            2,808,422            5,390,316            9.60% (2,581,894)           
2009 61,021,394            3,051,070            5,353,902            8.77% (2,302,832)           
2010 66,293,643            3,314,682            5,217,283            7.87% (1,902,601)           

Blended revenues does not include appropriations in the amount of $37,738,292, $38,790,479, $38,692,552, 
$40,460,381, for fiscal years 2002, 2003, 2004, and 2005 respectively.

RU
Actual 2002 53,921,371$          2,696,069$          1,012,903$          1.88% 1,683,166$           
Actual 2003 55,905,216            2,795,261            398,257               0.71% 2,397,004             
Actual 2004 60,945,935            3,047,297            139,624               0.23% 2,907,673             
Actual 2005 67,203,046            3,360,152            141,349               0.21% 3,218,803             

2006 72,344,079            3,617,204            138,121               0.19% 3,479,083             
2007 77,878,401            3,893,920            -                           0.00% 3,893,920             
2008 83,836,099            4,191,805            -                           0.00% 4,191,805             
2009 90,249,560            4,512,478            -                           0.00% 4,512,478             
2010 97,153,652            4,857,683            -                           0.00% 4,857,683             

Blended revenues does not include appropriations in the amount of $37,753,726, $34,455,274, $33,131,321, 
$36,879,957 for fiscal years 2002, 2003, 2004, and 2005 respectively.

(1)  Blended revenues consist of tuition and fees, auxiliary enterprise revenue, other income, and investment income.  Figures for 2002-2005 are
derived from each higher educational institutions financial statements.  Figures for 2006 - 20010 are an average of the revenue growth between fiscal 
year 2002-2005.

(2)  Represents 9c and 9d revenue bond debt service (principal and interest), installment purchases, notes payable and capital leases for which the 
University has recorded on their financial statements.

(3)  Represents debt service payments (principal and interest) for VCBA 21st Century Program (Equipment Program), VCBA 21st Century Program 
(Capital Projects Program), and 9b bond referenda debt.  This debt is not recorded on each institution's financial statements and they are not 
required to pay debt service payments. Commonwealth pays debt service payments from General Fund dollars.

(4)  Represents the total University and Commonwealth debt service payments.
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D D/A C+D (C+D)/A {(A*B)-(C+D)}/K

Annual Payments 
for Debt Service 

Paid by 
Commonwealth 

(3)
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% of Institution 

Revenues
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Pay Additional 
Institutional & 
Commonwealth 

Debt Service

1,327,601$           3.76% 4,380,174$         12.40% (2,614,554)$         
1,617,689             3.73% 4,267,833           9.84% (2,099,681)           
1,729,661             3.84% 4,370,191           9.71% (2,119,012)           
1,683,022             3.49% 4,461,721           9.25% (2,050,979)           
2,081,089             3.88% 5,203,754           9.70% (2,522,044)           
2,079,821             3.49% 5,243,766           8.79% (2,260,632)           
1,883,519             2.84% 5,054,494           7.62% (1,736,056)           
1,909,897             2.59% 5,071,240           6.87% (1,379,809)           
1,837,907             2.24% 5,001,611           6.09% (895,264)              

854,243$              2.48% 4,277,008$         12.44% (2,557,309)$         
1,442,060             4.22% 4,338,157           12.70% (2,630,639)           
1,948,281             4.88% 4,672,712           11.69% (2,674,909)           
3,263,865             7.45% 5,937,064           13.55% (3,746,817)           
3,632,720             7.63% 7,715,203           16.21% (5,335,718)           
3,621,961             7.01% 9,022,986           17.45% (6,437,914)           
3,214,550             5.72% 8,604,866           15.32% (5,796,443)           
3,029,371             4.96% 8,383,273           13.74% (5,332,203)           
2,465,092             3.72% 7,682,375           11.59% (4,367,693)           

1,651,559$           3.06% 2,664,462$         4.94% 31,606$               
2,608,014             4.67% 3,006,271           5.38% (211,010)              
3,294,661             5.41% 3,434,285           5.63% (386,989)              
3,326,907             4.95% 3,468,256           5.16% (108,104)              
2,819,100             3.90% 2,957,221           4.09% 659,983               
2,809,045             3.61% 2,809,045           3.61% 1,084,875            
2,155,253             2.57% 2,155,253           2.57% 2,036,552            
1,929,963             2.14% 1,929,963           2.14% 2,582,515            
1,800,818             1.85% 1,800,818           1.85% 3,056,865            
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Target Debt Capacity as 
% of Revenues (B) 5%

A (A*B) C C/A (A*B)-C

Fiscal Year
Blended Revenues 

(1)
Base Capacity to 
Pay Debt Service

Annual Payments 
for Debt Service 

Paid by 
Institution (2)

Institution Debt 
Service as a % of 

Institution 
Revenues

Net Capacity to 
Pay Additional 

Institutional Debt 
Service

VMI
Actual 2002 17,027,839$          851,392$             970,387$             5.70% (118,995)$            
Actual 2003 18,586,923            929,346               517,144               2.78% 412,202                
Actual 2004 24,226,644            1,211,332            527,491               2.18% 683,841                
Actual 2005 22,444,399            1,122,220            677,361               3.02% 444,859                

2006 24,848,194            1,242,410            1,562,311            6.29% (319,901)              
2007 27,509,436            1,375,472            1,553,779            5.65% (178,307)              
2008 30,455,696            1,522,785            1,551,986            5.10% (29,201)                
2009 33,717,501            1,685,875            1,553,143            4.61% 132,732                
2010 37,328,646            1,866,432            1,251,228            3.35% 615,204                

Blended revenues does not include appropriations in the amount of $8,790,676, $7,861,564, $7,030,758, $7,923,995 
for fiscal years 2002, 2003, 2004, and 2005 respectively.

VSU
Actual 2002 26,035,698$          1,301,785$          1,296,286$          4.98% 5,499$                  
Actual 2003 32,499,585            1,624,979            1,539,637            4.74% 85,342                  
Actual 2004 31,385,541            1,569,277            1,776,475            5.66% (207,198)              
Actual 2005 34,241,035            1,712,052            1,807,388            5.28% (95,336)                

2006 37,723,348            1,886,167            1,687,914            4.47% 198,253                
2007 41,559,813            2,077,991            1,697,878            4.09% 380,113                
2008 45,786,446            2,289,322            1,651,040            3.61% 638,282                
2009 50,442,927            2,522,146            1,692,382            3.36% 829,764                
2010 55,572,973            2,778,649            1,699,771            3.06% 1,078,878             

Blended revenues does not include appropriations in the amount of $28,774,074, $29,113,924, $29,022,433, 
$27,664,016 for fiscal years 2002, 2003, 2004, and 2005 respectively.

(1)  Blended revenues consist of tuition and fees, auxiliary enterprise revenue, other income, and investment income.  Figures for 2002-2005 are
derived from each higher educational institutions financial statements.  Figures for 2006 - 20010 are an average of the revenue growth between fiscal 
year 2002-2005.

(2)  Represents 9c and 9d revenue bond debt service (principal and interest), installment purchases, notes payable and capital leases for which the 
University has recorded on their financial statements.

(3)  Represents debt service payments (principal and interest) for VCBA 21st Century Program (Equipment Program), VCBA 21st Century Program 
(Capital Projects Program), and 9b bond referenda debt.  This debt is not recorded on each institution's financial statements and they are not 
required to pay debt service payments. Commonwealth pays debt service payments from General Fund dollars.

(4)  Represents the total University and Commonwealth debt service payments.
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D D/A C+D (C+D)/A {(A*B)-(C+D)}/K

Annual Payments 
for Debt Service 

Paid by 
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233,555$              1.37% 1,203,942$         7.07% (352,550)$            
288,220                1.55% 805,364              4.33% 123,982               
384,087                1.59% 911,578              3.76% 299,754               

2,110,700             9.40% 2,788,061           12.42% (1,665,841)           
2,597,428             10.45% 4,159,739           16.74% (2,917,330)           
2,569,711             9.34% 4,123,490           14.99% (2,748,018)           
2,504,304             8.22% 4,056,290           13.32% (2,533,505)           
2,434,776             7.22% 3,987,919           11.83% (2,302,044)           
2,080,352             5.57% 3,331,580           8.92% (1,465,148)           

619,150$              2.38% 1,915,436$         7.36% (613,651)$            
1,267,104             3.90% 2,806,741           8.64% (1,181,761)           
2,272,213             7.24% 4,048,688           12.90% (2,479,411)           
3,591,774             10.49% 5,399,162           15.77% (3,687,111)           
3,584,775             9.50% 5,272,689           13.98% (3,386,522)           
3,560,745             8.57% 5,258,623           12.65% (3,180,632)           
3,100,215             6.77% 4,751,255           10.38% (2,461,933)           
2,693,331             5.34% 4,385,713           8.69% (1,863,566)           
2,374,794             4.27% 4,074,565           7.33% (1,295,916)           
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Appendix E

Target Debt Capacity as 
% of Expenses (B) 7%

A (A*B) C C/A (A*B)-C

Fiscal Year
Total Expenses  

(1)
Base Capacity to 
Pay Debt Service

Annual Payments 
for Debt Service 

Paid by 
Institution (2)

Institution Debt 
Service as a % of 

Institution 
Expenses

Net Capacity to 
Pay Additional 

Institutional Debt 
Service

JMU
Actual 2002 211,250,378$    14,787,526$          10,823,362$         5.12% 3,964,164$          
Actual 2003 219,063,204      15,334,424            10,671,497           4.87% 4,662,927            
Actual 2004 232,981,371      16,308,696            9,557,209             4.10% 6,751,487            
Actual 2005 253,773,635      17,764,154            9,499,028             3.74% 8,265,126            

2006 269,837,506      18,888,625            8,773,161             3.25% 10,115,464          
2007 286,918,220      20,084,275            8,761,057             3.05% 11,323,218          
2008 305,080,144      21,355,610            8,751,294             2.87% 12,604,316          
2009 324,391,717      22,707,420            8,245,304             2.54% 14,462,116          
2010 344,925,712      24,144,800            7,830,858             2.27% 16,313,942          

CNU
Actual 2002 54,313,188$      3,801,923$            3,165,028$           5.83% 636,895$             
Actual 2003 57,799,665        4,045,977              5,994,817             10.37% (1,948,840)           
Actual 2004 65,374,826        4,576,238              5,295,506             8.10% (719,268)              
Actual 2005 70,600,762        4,942,053              7,838,360             11.10% (2,896,307)           

2006 77,074,852        5,395,240              10,124,216           13.14% (4,728,976)           
2007 84,142,616        5,889,983              10,833,772           12.88% (4,943,789)           
2008 91,858,494        6,430,095              10,826,212           11.79% (4,396,117)           
2009 100,281,918      7,019,734              10,839,100           10.81% (3,819,366)           
2010 109,477,769      7,663,444              10,441,069           9.54% (2,777,625)           

VCU
Actual 2002 503,093,420$    35,216,539$          18,124,231$         3.60% 17,092,308$        
Actual 2003 491,736,201      34,421,534            15,940,198           3.24% 18,481,336          
Actual 2004 509,237,911      35,646,654            16,727,010           3.28% 18,919,644          
Actual 2005 571,702,185      40,019,153            17,855,664           3.12% 22,163,489          

2006 597,543,124      41,828,019            19,642,391           3.29% 22,185,628          
2007 624,552,073      43,718,645            20,328,351           3.25% 23,390,294          
2008 652,781,827      45,694,728            20,257,055           3.10% 25,437,673          
2009 682,287,565      47,760,130            20,287,825           2.97% 27,472,305          
2010 713,126,963      49,918,887            20,253,698           2.84% 29,665,189          

(1)  Represents total operating expenses.

(2)  Represents 9c and 9d revenue bond debt service (principal and interest), installment purchases, notes payable and capital leases for which
the University has recorded on their financial statements.

(3)  Represents debt service payments (principal and interest) for VCBA 21st Century Program (Equipment Program), VCBA 21st Century
Program (Capital Projects Program), and 9b bond referenda debt.  This debt is not recorded on each institution's financial statements and 
they are not required to pay debt service payments.  Commonwealth pays debt service payments from General Fund dollars.

(4)  Represents the total University and Commonwealth debt service payments
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D D/A C+D (C+D)/A {(A*B)-(C+D)}/K
Annual 

Payments for 
Debt Service 

Paid by 
Commonwealth 

(3)

Commonwealth 
Debt Service as 

a % of 
Institution 
Expenses

Total Debt 
Payments (4)

All Debt Service 
as a % of 
Institution 
Expenses

Net Capacity to 
Pay Additional 
Institutional & 
Commonwealth 

Debt Service

2,727,062$       1.29% 13,550,424$       6.41% 1,237,103$            
3,203,922         1.46% 13,875,419         6.33% 1,459,005              
4,876,933         2.09% 14,434,142         6.20% 1,874,554              
7,164,839         2.82% 16,663,867         6.57% 1,100,287              
6,464,204         2.40% 15,237,365         5.65% 3,651,261              
6,427,391         2.24% 15,188,448         5.29% 4,895,827              
6,068,342         1.99% 14,819,636         4.86% 6,535,974              
5,418,662         1.67% 13,663,966         4.21% 9,043,454              
4,620,684         1.34% 12,451,542         3.61% 11,693,258            

1,753,619$       3.23% 4,918,647$         9.06% (1,116,724)$          
2,578,970         4.46% 8,573,787           14.83% (4,527,811)            
4,058,358         6.21% 9,353,864           14.31% (4,777,627)            
5,387,474         7.63% 13,225,834         18.73% (8,283,781)            
4,304,197         5.58% 14,428,413         18.72% (9,033,173)            
4,269,446         5.07% 15,103,218         17.95% (9,213,235)            
3,678,207         4.00% 14,504,419         15.79% (8,074,325)            
3,105,060         3.10% 13,944,160         13.90% (6,924,426)            
2,900,187         2.65% 13,341,256         12.19% (5,677,812)            

3,502,667$       0.70% 21,626,898$       4.30% 13,589,642$          
4,637,863         0.94% 20,578,061         4.18% 13,843,473            
6,167,512         1.21% 22,894,522         4.50% 12,752,132            
6,867,739         1.20% 24,723,403         4.32% 15,295,750            
7,183,249         1.20% 26825639.97 4.49% 15,002,379            
7,145,721         1.14% 27474072.1 4.40% 16,244,573            
6,342,404         0.97% 26599459.49 4.07% 19,095,268            
5,898,940         0.86% 26186765.04 3.84% 21,573,365            
5,488,526         0.77% 25742224.37 3.61% 24,176,663            
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Target Debt Capacity as 
% of Expenses (B) 7%

A (A*B) C C/A (A*B)-C

Fiscal Year
Total Expenses  

(1)
Base Capacity to 
Pay Debt Service

Annual Payments 
for Debt Service 

Paid by 
Institution (2)

Institution Debt 
Service as a % of 

Institution 
Expenses

Net Capacity to 
Pay Additional 

Institutional Debt 
Service

GMU
Actual 2002 318,056,423$    22,263,950$          12,183,602$         3.83% 10,080,348$        
Actual 2003 336,284,436      23,539,911            13,410,305           3.99% 10,129,606          
Actual 2004 354,628,304      24,823,981            14,847,279           4.19% 9,976,702            
Actual 2005 388,202,658      27,174,186            14,467,647           3.73% 12,706,539          

2006 414,911,001      29,043,770            14,238,284           3.43% 14,805,486          
2007 443,456,878      31,041,981            15,050,176           3.39% 15,991,805          
2008 473,966,711      33,177,670            15,145,720           3.20% 18,031,950          
2009 506,575,621      35,460,293            14,732,739           2.91% 20,727,554          
2010 541,428,023      37,899,962            12,875,744           2.38% 25,024,218          

LU
Actual 2002 53,902,726$      3,773,191$            2,543,463$           4.72% 1,229,728$          
Actual 2003 55,109,659        3,857,676              2,527,744             4.59% 1,329,932            
Actual 2004 57,562,070        4,029,345              2,918,165             5.07% 1,111,180            
Actual 2005 64,645,659        4,525,196              2,195,421             3.40% 2,329,775            

2006 68,737,729        4,811,641              3,876,720             5.64% 934,921               
2007 73,088,827        5,116,218              3,335,431             4.56% 1,780,787            
2008 77,715,350        5,440,075              3,303,808             4.25% 2,136,266            
2009 82,634,732        5,784,431              3,285,616             3.98% 2,498,815            
2010 87,865,510        6,150,586              3,242,489             3.69% 2,908,097            

ODU
Actual 2002 191,617,627$    13,413,234$          8,142,830$           4.25% 5,270,404$          
Actual 2003 192,391,274      13,467,389            9,134,663             4.75% 4,332,726            
Actual 2004 200,151,116      14,010,578            9,131,898             4.56% 4,878,680            
Actual 2005 215,883,684      15,111,858            8,363,629             3.87% 6,748,229            

2006 224,734,915      15,731,444            8,337,553             3.71% 7,393,891            
2007 233,949,047      16,376,433            8,270,361             3.54% 8,106,072            
2008 243,540,957      17,047,867            8,183,259             3.36% 8,864,608            
2009 253,526,137      17,746,830            8,122,088             3.20% 9,624,742            
2010 263,920,708      18,474,450            8,097,380             3.07% 10,377,070          

(1)  Represents total operating expenses.

(2)  Represents 9c and 9d revenue bond debt service (principal and interest), installment purchases, notes payable and capital leases for which
the University has recorded on their financial statements.

(3)  Represents debt service payments (principal and interest) for VCBA 21st Century Program (Equipment Program), VCBA 21st Century
Program (Capital Projects Program), and 9b bond referenda debt.  This debt is not recorded on each institution's financial statements and 
they are not required to pay debt service payments.  Commonwealth pays debt service payments from General Fund dollars.

(4)  Represents the total University and Commonwealth debt service payments
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D D/A C+D (C+D)/A {(A*B)-(C+D)}/K
Annual 

Payments for 
Debt Service 

Paid by 
Commonwealth 

(3)

Commonwealth 
Debt Service as 

a % of 
Institution 
Expenses

Total Debt 
Payments (4)

All Debt Service 
as a % of 
Institution 
Expenses

Net Capacity to 
Pay Additional 
Institutional & 
Commonwealth 

Debt Service

3,019,604$       0.95% 15,203,206$       4.78% 7,060,744$            
5,092,928         1.51% 18,503,233         5.50% 5,036,677              
7,236,281         2.04% 22,083,560         6.23% 2,740,421              
9,068,037         2.34% 23,535,684         6.06% 3,638,502              
8,447,341         2.04% 22,685,625         5.47% 6,358,145              
8,414,182         1.90% 23,464,358         5.29% 7,577,623              
6,984,191         1.47% 22,129,911         4.67% 11,047,758            
5,855,032         1.16% 20,587,771         4.06% 14,872,522            
5,284,420         0.98% 18,160,164         3.35% 19,739,797            

597,033$          1.11% 3,140,496$         5.83% 632,695$               
666,352            1.21% 3,194,096           5.80% 663,580                 
715,442            1.24% 3,633,607           6.31% 395,738                 

3,367,312         5.21% 5,562,733           8.60% (1,037,537)            
3,625,638         5.27% 7,502,358           10.91% (2,690,717)            
3,626,627         4.96% 6,962,057           9.53% (1,845,840)            
3,579,511         4.61% 6,883,319           8.86% (1,443,244)            
3,471,343         4.20% 6,756,959           8.18% (972,528)               
2,274,959         2.59% 5,517,447           6.28% 633,138                 

2,817,990$       1.47% 10,960,820$       5.72% 2,452,414$            
3,210,575         1.67% 12,345,238         6.42% 1,122,151              
4,122,341         2.06% 13,254,239         6.62% 756,339                 
6,535,777         3.03% 14,899,406         6.90% 212,452                 
6,113,189         2.72% 14,450,742         6.43% 1,280,702              
6,086,272         2.60% 14,356,633         6.14% 2,019,800              
5,794,079         2.38% 13,977,338         5.74% 3,070,529              
5,320,836         2.10% 13,442,924         5.30% 4,303,906              
4,437,896         1.68% 12,535,276         4.75% 5,939,173              
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Target Debt Capacity as 
% of Expenses (B) 7%

A (A*B) C C/A (A*B)-C

Fiscal Year
Total Expenses  

(1)
Base Capacity to 
Pay Debt Service

Annual Payments 
for Debt Service 

Paid by 
Institution (2)

Institution Debt 
Service as a % of 

Institution 
Expenses

Net Capacity to 
Pay Additional 

Institutional Debt 
Service

VT
Actual 2002 696,524,000$    48,756,680$          24,476,000$         3.51% 24,280,680$        
Actual 2003 694,570,000      48,619,900            19,876,000           2.86% 28,743,900          
Actual 2004 697,463,000      48,822,410            21,840,000           3.13% 26,982,410          
Actual 2005 741,921,000      51,934,470            20,026,000           2.70% 31,908,470          

2006 758,020,686      53,061,448            24,736,000           3.26% 28,325,448          
2007 774,469,735      54,212,881            27,969,000           3.61% 26,243,881          
2008 791,275,728      55,389,301            26,358,000           3.33% 29,031,301          
2009 808,446,411      56,591,249            24,677,000           3.05% 31,914,249          
2010 825,989,698      57,819,279            21,035,000           2.55% 36,784,279          

CWM
Actual 2002 215,017,156$    15,051,201$          8,884,626$           4.13% 6,166,575$          
Actual 2003 224,538,963      15,717,727            6,657,587             2.97% 9,060,140            
Actual 2004 233,518,364      16,346,285            6,349,850             2.72% 9,996,435            
Actual 2005 250,714,080      17,549,986            7,365,582             2.94% 10,184,404          

2006 263,901,641      18,473,115            8,630,924             3.27% 9,842,191            
2007 277,782,867      19,444,801            8,680,245             3.12% 10,764,556          
2008 292,394,246      20,467,597            8,512,917             2.91% 11,954,680          
2009 307,774,183      21,544,193            7,158,253             2.33% 14,385,940          
2010 323,963,105      22,677,417            6,970,086             2.15% 15,707,331          

UVA (Includes UVA Wise & Medical Center)
Actual 2002 1,434,993,000$ 100,449,510$        31,723,000$         2.21% 68,726,510$        
Actual 2003 1,492,784,000   104,494,880          29,731,011           1.99% 74,763,869          
Actual 2004 1,604,674,000   112,327,180          37,978,000           2.37% 74,349,180          
Actual 2005 1,761,085,000   123,275,950          31,959,000           1.81% 91,316,950          

2006 1,885,945,927   132,016,215          34,033,000           1.80% 97,983,215          
2007 2,019,659,493   141,376,164          33,560,000           1.66% 107,816,164        
2008 2,162,853,351   151,399,735          33,081,000           1.53% 118,318,735        
2009 2,316,199,653   162,133,976          28,363,000           1.22% 133,770,976        
2010 2,480,418,209   173,629,275          28,723,000           1.16% 144,906,275        

(1)  Represents total operating expenses.

(2)  Represents 9c and 9d revenue bond debt service (principal and interest), installment purchases, notes payable and capital leases for which
the University has recorded on their financial statements.

(3)  Represents debt service payments (principal and interest) for VCBA 21st Century Program (Equipment Program), VCBA 21st Century
Program (Capital Projects Program), and 9b bond referenda debt.  This debt is not recorded on each institution's financial statements and 
they are not required to pay debt service payments.  Commonwealth pays debt service payments from General Fund dollars.

(4)  Represents the total University and Commonwealth debt service payments
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D D/A C+D (C+D)/A {(A*B)-(C+D)}/K
Annual 

Payments for 
Debt Service 

Paid by 
Commonwealth 

(3)
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Debt Service as 
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Institution 
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as a % of 
Institution 
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Commonwealth 
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5,118,520$       0.73% 29,594,520$       4.25% 19,162,160$          
8,447,214         1.22% 28,323,214         4.08% 20,296,686            

11,967,894       1.72% 33,807,894         4.85% 15,014,516            
15,248,474       2.06% 35,274,474         4.75% 16,659,996            
13,853,277       1.83% 38,589,277         5.09% 14,472,171            
13,794,051       1.78% 41,763,051         5.39% 12,449,831            
11,492,445       1.45% 37,850,445         4.78% 17,538,856            
10,367,957       1.28% 35,044,957         4.33% 21,546,292            

9,044,159         1.09% 30,079,159         3.64% 27,740,120            

1,228,502$       0.57% 10,113,128$       4.70% 4,938,073$            
2,052,355         0.91% 8,709,942           3.88% 7,007,785              
2,718,593         1.16% 9,068,443           3.88% 7,277,843              
3,672,555         1.46% 11,038,137         4.40% 6,511,848              
3,747,961         1.42% 12,378,885         4.69% 6,094,230              
3,731,643         1.34% 12,411,888         4.47% 7,032,913              
3,159,930         1.08% 11,672,847         3.99% 8,794,750              
2,894,885         0.94% 10,053,138         3.27% 11,491,055            
2,538,326         0.78% 9,508,412           2.94% 13,169,006            

6,251,173$       0.44% 37,974,173$       2.65% 62,475,337$          
8,432,125         0.56% 38,163,136         2.56% 66,331,744            
9,791,844         0.61% 47,769,844         2.98% 64,557,336            

11,390,678       0.65% 43,349,678         2.46% 79,926,272            
11,965,562       0.63% 45998561.91 2.44% 86,017,653            
11,908,604       0.59% 45468603.94 2.25% 95,907,561            
10,380,344       0.48% 43461343.9 2.01% 107,938,391          

9,776,848         0.42% 38139848.19 1.65% 123,994,128          
9,261,541         0.37% 37984540.56 1.53% 135,644,734          
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Target Debt Capacity as 
% of Expenses (B) 7%

A (A*B) C C/A (A*B)-C

Fiscal Year
Total Expenses  

(1)
Base Capacity to 
Pay Debt Service

Annual Payments 
for Debt Service 

Paid by 
Institution (2)

Institution Debt 
Service as a % of 

Institution 
Expenses

Net Capacity to 
Pay Additional 

Institutional Debt 
Service

UMW
Actual 2002 56,163,500$      3,931,445$            3,052,573$           5.44% 878,872$             
Actual 2003 58,353,111        4,084,718              2,650,144             4.54% 1,434,574            
Actual 2004 61,403,336        4,298,234              2,640,530             4.30% 1,657,704            
Actual 2005 65,222,568        4,565,580              2,778,699             4.26% 1,786,881            

2006 68,561,963        4,799,337              3,122,665             4.55% 1,676,672            
2007 72,072,336        5,045,064              3,163,945             4.39% 1,881,119            
2008 75,762,440        5,303,371              3,170,975             4.19% 2,132,396            
2009 79,641,477        5,574,903              3,161,343             3.97% 2,413,560            
2010 83,719,120        5,860,338              3,163,704             3.78% 2,696,634            

NSU
Actual 2002 101,288,959$    7,090,227$            3,422,765$           3.38% 3,667,462$          
Actual 2003 103,344,158      7,234,091              2,896,097             2.80% 4,337,994            
Actual 2004 109,597,308      7,671,812              2,724,431             2.49% 4,947,381            
Actual 2005 119,223,764      8,345,663              2,673,199             2.24% 5,672,464            

2006 125,924,140      8,814,690              4,082,483             3.24% 4,732,207            
2007 133,001,076      9,310,075              5,401,025             4.06% 3,909,050            
2008 140,475,737      9,833,302              5,390,316             3.84% 4,442,986            
2009 148,370,473      10,385,933            5,353,902             3.61% 5,032,031            
2010 156,708,894      10,969,623            5,217,283             3.33% 5,752,340            

RU
Actual 2002 97,609,395$      6,832,658$            1,012,903$           1.04% 5,819,755$          
Actual 2003 100,631,208      7,044,185              398,257                0.40% 6,645,928            
Actual 2004 103,286,128      7,230,029              139,624                0.14% 7,090,405            
Actual 2005 113,533,661      7,947,356              141,349                0.12% 7,806,007            

2006 119,460,118      8,362,208              138,121                0.12% 8,224,087            
2007 125,695,936      8,798,716              -                            0.00% 8,798,716            
2008 132,257,264      9,258,008              -                            0.00% 9,258,008            
2009 139,161,093      9,741,277              -                            0.00% 9,741,277            
2010 146,425,302      10,249,771            -                            0.00% 10,249,771          

(1)  Represents total operating expenses.

(2)  Represents 9c and 9d revenue bond debt service (principal and interest), installment purchases, notes payable and capital leases for which 
the University has recorded on their financial statements.

(3)  Represents debt service payments (principal and interest) for VCBA 21st Century Program (Equipment Program), VCBA 21st Century 
Program (Capital Projects Program), and 9b bond referenda debt.  This debt is not recorded on each institution's financial statements and 
they are not required to pay debt service payments.  Commonwealth pays debt service payments from General Fund dollars.

(4)  Represents the total University and Commonwealth debt service payments.
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1,327,601$       2.36% 4,380,174$         7.80% (448,729)$             
1,617,689         2.77% 4,267,833           7.31% (183,116)               
1,729,661         2.82% 4,370,191           7.12% (71,957)                 
1,683,022         2.58% 4,461,721           6.84% 103,859                 
2,081,089         3.04% 5,203,754           7.59% (404,416)               
2,079,821         2.89% 5,243,766           7.28% (198,702)               
1,883,519         2.49% 5,054,494           6.67% 248,877                 
1,909,897         2.40% 5,071,240           6.37% 503,663                 
1,837,907         2.20% 5,001,611           5.97% 858,727                 

854,243$          0.84% 4,277,008$         4.22% 2,813,219$            
1,442,060         1.40% 4,338,157           4.20% 2,895,934              
1,948,281         1.78% 4,672,712           4.26% 2,999,099              
3,263,865         2.74% 5,937,064           4.98% 2,408,599              
3,632,720         2.88% 7,715,203           6.13% 1,099,487              
3,621,961         2.72% 9,022,986           6.78% 287,090                 
3,214,550         2.29% 8,604,866           6.13% 1,228,436              
3,029,371         2.04% 8,383,273           5.65% 2,002,660              
2,465,092         1.57% 7,682,375           4.90% 3,287,248              

1,651,559$       1.69% 2,664,462$         2.73% 4,168,195$            
2,608,014         2.59% 3,006,271           2.99% 4,037,914              
3,294,661         3.19% 3,434,285           3.33% 3,795,744              
3,326,907         2.93% 3,468,256           3.05% 4,479,100              
2,819,100         2.36% 2,957,221           2.48% 5,404,988              
2,809,045         2.23% 2,809,045           2.23% 5,989,671              
2,155,253         1.63% 2,155,253           1.63% 7,102,755              
1,929,963         1.39% 1,929,963           1.39% 7,811,313              
1,800,818         1.23% 1,800,818           1.23% 8,448,953              
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Target Debt Capacity as 
% of Expenses (B) 7%

A (A*B) C C/A (A*B)-C

Fiscal Year
Total Expenses  

(1)
Base Capacity to 
Pay Debt Service

Annual Payments 
for Debt Service 

Paid by 
Institution (2)

Institution Debt 
Service as a % of 

Institution 
Expenses

Net Capacity to 
Pay Additional 

Institutional Debt 
Service

VMI
Actual 2002 43,363,773$      3,035,464$            970,387$              2.24% 2,065,077$          
Actual 2003 46,054,768        3,223,834              517,144                1.12% 2,706,690            
Actual 2004 48,934,990        3,425,449              527,491                1.08% 2,897,958            
Actual 2005 51,433,922        3,600,375              677,361                1.32% 2,923,014            

2006 54,447,950        3,811,356              1,562,311             2.87% 2,249,045            
2007 57,638,600        4,034,702              1,553,779             2.70% 2,480,923            
2008 61,016,222        4,271,136              1,551,986             2.54% 2,719,149            
2009 64,591,772        4,521,424              1,553,143             2.40% 2,968,281            
2010 68,376,850        4,786,380              1,251,228             1.83% 3,535,151            

VSU
Actual 2002 74,439,969$      5,210,798$            1,296,286$           1.74% 3,914,512$          
Actual 2003 78,277,196        5,479,404              1,539,637             1.97% 3,939,767            
Actual 2004 79,597,739        5,571,842              1,776,475             2.23% 3,795,367            
Actual 2005 88,095,098        6,166,657              1,807,388             2.05% 4,359,269            

2006 93,239,852        6,526,790              1,687,914             1.81% 4,838,876            
2007 98,685,059        6,907,954              1,697,878             1.72% 5,210,076            
2008 104,448,267      7,311,379              1,651,040             1.58% 5,660,339            
2009 110,548,045      7,738,363              1,692,382             1.53% 6,045,981            
2010 117,004,051      8,190,284              1,699,771             1.45% 6,490,513            

(1)  Represents total operating expenses.

(2)  Represents 9c and 9d revenue bond debt service (principal and interest), installment purchases, notes payable and capital leases for which
the University has recorded on their financial statements.

(3)  Represents debt service payments (principal and interest) for VCBA 21st Century Program (Equipment Program), VCBA 21st Century
Program (Capital Projects Program), and 9b bond referenda debt.  This debt is not recorded on each institution's financial statements and 
they are not required to pay debt service payments.  Commonwealth pays debt service payments from General Fund dollars.

(4)  Represents the total University and Commonwealth debt service payments
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D D/A C+D (C+D)/A {(A*B)-(C+D)}/K
Annual 

Payments for 
Debt Service 

Paid by 
Commonwealth 

(3)

Commonwealth 
Debt Service as 

a % of 
Institution 
Expenses

Total Debt 
Payments (4)

All Debt Service 
as a % of 
Institution 
Expenses

Net Capacity to 
Pay Additional 
Institutional & 
Commonwealth 

Debt Service

233,555$          0.54% 1,203,942$         2.78% 1,831,522$            
288,220            0.63% 805,364              1.75% 2,418,470              
384,087            0.78% 911,578              1.86% 2,513,871              

2,110,700         4.10% 2,788,061           5.42% 812,314                 
2,597,428         4.77% 4,159,739           7.64% (348,383)               
2,569,711         4.46% 4,123,490           7.15% (88,788)                 
2,504,304         4.10% 4,056,290           6.65% 214,845                 
2,434,776         3.77% 3,987,919           6.17% 533,505                 
2,080,352         3.04% 3,331,580           4.87% 1,454,799              

619,150$          0.83% 1,915,436$         2.57% 3,295,362$            
1,267,104         1.62% 2,806,741           3.59% 2,672,663              
2,272,213         2.85% 4,048,688           5.09% 1,523,153              
3,591,774         4.08% 5,399,162           6.13% 767,495                 
3,584,775         3.84% 5,272,689           5.65% 1,254,100              
3,560,745         3.61% 5,258,623           5.33% 1,649,331              
3,100,215         2.97% 4,751,255           4.55% 2,560,124              
2,693,331         2.44% 4,385,713           3.97% 3,352,650              
2,374,794         2.03% 4,074,565           3.48% 4,115,719              
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Appendix F 
 
 

INSTITUTIONS OF HIGHER EDUCATION 
 

DEBT MANAGEMENT POLICY STATUS 
 
 

  Board    
 Approved  

University Policy Current Status  
   
Virginia Military Institute Yes August 2005 
Virginia State University Yes March 2006 
Longwood University Yes March 2006 
University of Virginia Yes April 2006 
James Madison University Yes June 2006 
Virginia Tech Yes August 2006 
Virginia Commonwealth University Yes November 2006 
College of William and Mary No draft 
Radford University No draft 
George Mason University No discussing 
University Mary Washington No discussing 
Christopher Newport University No discussing 
Old Dominion University No discussing 
Norfolk State University No discussing 
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Appendix G 
 
 

SUMMARY OF INSTITUTIONAL DEBT POLICIES 
 
 
    

  
University of  

     Virginia      
Virginia Military  
      Institute       

James Madison  
     University      

        
Consideration of the consumer No No No 
Revenue generation Yes Yes Yes 
Capital commitment beyond debt 
service Yes No No 
Planning capital financing both 
short and long-term Yes No No 
Evaluation criteria for alternate 
financing Yes Yes Yes 
        
        
        

Affordability Measures 

Annual Debt Service 
by Total Operating 
Expenses Operating 
Gain/Loss + Non 
Operating Revenue + 
Depreciation by  

Maximum Annual 
Debt Service Costs as 
a percentage of  Total 
Operating Expenses 
shall not exceed 10%   

  

Annual Debt Service 

   
        

Capacity Measures 

Unrestricted Net 
Assets + Restricted 
Expendable Net 
Assets by Aggregate 
Debt Aggregate Debt 
by Total Net Assets + 
Aggregate Debt  

Unrestricted Net 
Assets shall equal at 
least 25% of the 
Institute Direct Debt 

Annual Debt Service 
Costs as a percentage 
of Total Operating 
Revenues shall not 
exceed 10% for Non 
Revenue producing 
projects.  May exceed 
10% for revenue 
producing projects. 
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Virginia State 
    University     

Longwood  
  University   

Virginia 
Commonwealth  
    University     Virginia Tech 

        
No No No No 
Yes No No No 

No No No No 

No No No No 

Yes No Yes No 
        
        
        
Maximum Annual 
Debt Service Costs as 
a percentage of total 
Operating Expenses 
shall not exceed 7% 
for non revenue 
producing projects.  
May exceed 7% for 
revenue producing 
projects. 

Annual Debt Service 
Costs as a percentage 
of total University 
Operating 
Expenditures shall 
not exceed 7%. 

Maximum Annual 
Debt Service as a 
percentage of  
Operating 
Expenses + Interest 
on Capital Related 
Debt + Principal 
Paid on Capital 
Asset Related Debt 
– Research  

Debt Service to 
Operations Ratio of 
not greater than 
7%.  

   

 Expenses shall not 
exceed 7%. 

  
        

Unrestricted Net 
Assets shall equal at 
least 25% of the 
University Direct 
Debt 

      
        

 




